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ADMINISTRATION OF THE TRADING WITH THE 
ENEMY ACT 





FRIDAY, FEBRUARY 20, 1953 


Untrep Srares SENATE, 
SUBCOMMITTEE ON THE TRADING WitH THE ENEMy Act 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to call, in room 424 of 
the Senate Office Building, Senator Everett M. Dirksen (chairman of 
the subcommittee) presiding. 

Present: Senators Langer (chairman of the committee), Dirksen 
(chairman of the subcommittee), Hendrickson, and Smith. 

Also present: John W. Nairn, counsel to the subcommittee, and 
William A. Kolar and Robert H. Hagan, investigators. 

Senator Dirksen. The committee will come to order. 

[ should say by way of preliminary, Mr. Chairman, that we had 
a hearing in executive session the other day, that this is the second 
hearing in pursuance of the resolution adopted in the 82d Congress 
for an investigation of the activities and operations under the Trading 
With the Enemy Act. I stated then that there were 6 or 7 or 8 pur- 
poses outlined in the resolution: 

One is to determine the efficiency of procedures for the prompt and 
equitable adjudication of claims under that act. This hearing has 
been set for the purpose of exploring further into the activities of the 
Claims Section particularly, and I should perhaps at this point ob- 
serve that the work done by the predecessor committee from July 
1952 until January 1953 at which time they developed a very for- 
midable and very substantial report, alludes at considerable length to 
this question of handling and adjudication of claims. So we have this 
morning to first summarize for us in a way and to give us a statement, 
Mr. Paul V. Myron, Deputy Director of the Office of Alien Property, 
who can present his statement so that we will get just a little bit of 
foundation for the exploration we care to make. 

Before you make your statement, Mr. Myron—and I will not swear 
you at the moment, I do not think that is necessary—let me ask you 
how long you have been Deputy Director of APC. 


STATEMENT OF PAUL V. MYRON, DEPUTY DIRECTOR, OFFICE OF 
ALIEN PROPERTY, DEPARTMENT OF JUSTICE (ACCOMPANIED BY 
JULIUS SCHLEZINGER, CHIEF, LEGAL AND LEGISLATIVE SEC- 
TION, OFFICE OF THE DIRECTOR) 


Mr. Myron. A little over 2 years. 
Senator Dirksen. Were you in Government before? 
Mr. Myron. I have been in Government for 18 years. 
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Senator Dirksen. What were some of your other posts? 
Mr. Myron. I started with the Department of Justice, Claims Divi- 
sion of the Department of Justice, as a special attorney. I was as- ‘ 
signed to alien property return work at that time. I later was trans- 
ferred to the Criminal Division. I spent.considerable time, 244 years 
to be exact, on work in the Criminal Division with special assign- 
ments from the Attorney General. 

I was the attorney who was assigned to the Bridges case, that is, the 
second Bridges case which found Bridges to be a member of the Com- 
munist Party and that the Communist Party advocated the overthrow 
of the Government by force and violence. 

Then, at the beginning of the World War II, I was transferred to 
what was then the Alien Property Unit of the Justice Department and 
in turn was transferred with the transfer of the functions and the 
personnel of that unit to the Alien Property Custodian’s Office and 
continued on in the capacity of an attorney in the general counsel’s 
office to chief of the Estates and Trust Section of that office, which 
handled estates and trust cases throughout the country in all the State 
probate courts throughout. 

Senator Dirksen. Were these various assignments made by the 
Attorney General while you were in the Department of Justice ? 

Mr. Myron. They were until the functions of the Alien Property 
Unit were transferred to the Alien Property Custodian’s Office. When 
that Office was established all further assignments were made by the 
Alien Property Custodian. 

Senator Dirksen. Who was Custodian when you were assigned to 
this job as Deputy Director ? 

Mr. Myron. Harold Baynton. 

Senator Dirksen. You are an attorney, I assume? 

Mr. Myron. I am. 

Senator Dirksen. How old are you? 

Mr. Myron. Forty-nine. 

Senator Dirksen. Where did you do your legal work ? 

Mr. Myron. I practiced law in Massachusetts prior to my entrance 
in the Government service. I was a member of the bar of the State 
of Massachusetts and member of the Federal bar. I became a member 
of the bar of Massachusetts in 1929 and practiced law for some 6 or 8 
years prior to my entrance in the Government service. 

Senator Dirksen. I think, Mr. Myron, you might proceed with your 
statement. We may interrupt you as you go along, but I suggest that 
we lose no time. 

Mr. Myron. I will dispense with the first sentence. 

At the suggestion of Mr. Nairn of the staff of your committee, my 
testimony w ill take the form of a general review of the sources of the 
powers and authority in the field of alien property, of the history of 
the administration of those powers, particularly with reference to 
World War II operations, and of the present organization and func- 
tions of the Office of Alien Property. 

The Trading with the Enemy Act of October 6, 1917 (40 Stat 411), 
was an exercise of the war powers of Congress set forth in article I, 
section 8, of the Constitution, including the power to make war, and 
to enact the laws necessary for the conduct of war. The act was a 
comprehensive codification of the rules pertaining to enemy property 
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and transactions with enemies, which had been followed under com- 
mon law and statute in previous wars 

The Trading with the Enemy Act ‘created the Office of the Alien 
Property C ustodian, whose functions under the act related to the 
seizure and custody of property belonging to “any enemy or ally of 
enemy.” In addition, the act conferred upon the President or his 
delegate broad powers designed to regulate transactions with enemies 
and to control enemy-owned property. 

In its original form, the act was a relatively concise statute of 19 
sections. Its narrow definition of “enemy” included the Government 
of any country with which the United States is at war, corporations 
organized under the laws of any such country, individuals resident in 
enemy or enemy-occupied territory or engaged in business in such 
territory, and any citizen of an enemy country wherever resident, if 
the President should by proclamation declare him an enemy. The act 
prohibited trade with enemies and their allies except under license. It 
authorized the seizure of their property located in the United States. 
It provided for the administration of the seized property pending 
whatever disposition the Congress would later direet. Most import- 
antly, it provided in section 9 (a) for a remedy whereby a person not 
an enemy, whose property had been erroneously seized, could bring 
a suit in the Federal courts to get his property back, a right protected 
by an injunction against the Government prohibiting disposition of 
the claimed property while the suit was pending. 

Within a year from its enactment, the act began to undergo the proe- 
ess of amendment that has changed it to an extremely complicated 
statute of some 39 sections( with additional indirect amendments of 
equal complexity. The first series of amendments merely increased 
the Custodian’s authority to administer and liquidate the vested 
property. 

Senator Dirksen. Let me make this suggestion. This is historical 
mainly. 

Mr. Myron. The first few pages are. 

Senator Dirksen. I would suggest that you drop down to page 10 
and begin with the paragraph at the bottom of page 10. 

Mr. Myron. In 1950, the Office was advised that action would soon 
be undertaken officially ending the war. Accordingly, every effort was 
made to complete vesting action before that time. To that end, all 
possible personnel were taken from other activities of the Office and 
detailed to the task of vesting. It was decided that delay in other 
fields, while causing great inconvenience, would not be as prejudicial 
as the loss to the war-claims fund which would result if substantial 
amounts of enemy property went unvested. During the fiscal year 
1951, 3,277 vesting orders were issued. By the time the Japanese 
Treaty became effective in April 1952, the amount of Japanese prop- 
erty remaining unvested was so insignificant that further vesting of 
such property was discontinued. Nearly all of the German property 
was vested as of that time also, but the power to vest reserved by the 
resolution terminating war with Germany has been utilized since 
then where German assets had been concealed or unreported. 

In 1951, also, the Office was given the task of final liquidation of 
the operations of the Philippine Alien Property Administration, 
That agency of the United States had been responsible since 1946 for 
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the conduct of Trading With the Enemy Act functions in the Philip- 
pines under the P hilippine Property Act. That statute, enacted 
July 3, 1946, provided for the exercise by a agency of the United States 
of the enemy property functions in the Philippines after the establish- 

ment of the inde pe ndent republic on July 4, 1946. This agency vested 
enemy property in the name of the United States, liquid: ated it, heard 
claims, and defended litigation in the Philippine courts involving 
such property. The residual proceeds of the property are to be paid 
over to the Philippine Republic. The Congress, in the General Ap- 

propriation Act, 1951, had declared that the functions of this agency 
should be transferred to the Office of Alien Property; and this was 
done, effective June 29, 1951, adding to the functions of the Ofiice the 
responsibility for this unique and difficult operation. 

Since the establishment of the Office of Alien Property Custodian 
in March 1942, more than 19,000 vesting orders have been issued 
seizing property for the benefit of the United States. The property so 
acquired is of every conceivable type, description and condition. 
Vested property susceptible of evaluation had an estimated gross value 
as of the time of vesting of approximately $390 million. With income 
and appreciation since vesting, the estimated gross value of such 
property is now more than $550 million. Included in the vested prop- 
erty were more than 50,000 patents, patent applications, and patent 
and patent-contract interests; more than 650,000 copyrights and copy- 
right interests; and approximately 36 million feet of motion-picture 
film. In the property vested were important interests in 469 business 
enterprises, including controlling interests in a number of large cor- 
porations; approximately $50 million worth of miscellaneous securi- 
ties; over 3,100 parcels of real estate, and thousands of miscellaneous 
items of tangible personal property. 

In addition to seizing the above property and administering and 
liquidating it in the interest of the United States, the Office has been 
required to handle more than 61,000 administrative claims filed with 
respect to the vested property. It has also, since 1948, disposed of 
more than 15,000 applications for licenses relating to blocked property 
that had not been vested. By virtue of the vesting of enemy interests 
in estates and trusts, the Office has been concerned in approximately 
7,000 State probate proceedings involving such interests. The action 
in such proceedings has ranged from the mere filing of claims and 

vesting orders in the probate courts to active participation in con- 
tested cases involving complex issues under local inheritance laws. 
One such case, the estate of Henrietta E. Garrett, involved more than 
$21 million and has a record of proceedings before the orphans’ court 
in Philadelphia that totals 323 printed volumes, containing approxi- 
mately 100,000 pages. 

In addition to probate litigation, the office has been required to de- 
fend more than 300 actions in the Federal courts for return of vested 
property or payment of debts out of vested property, and has been 
interested in several thousand other Feder ‘al and State court pro- 
ceedings affecting vested property. 

There is one observation, concer ning the operations for which the 
Office of Alien Property has been responsible since 1946, which is im- 
portant in any consideration of alien property problems. Contrary to 
the usual impression, the chief workload in this field occurred after the 
cessation of hostilities. 
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Senator Smiru. What caused the delay in vesting? 

Mr. Myron. There is always a delay in vesting, Senator, because of 
the fact that you do not have any communications with enemy coun 
tries. You have to arrange to get reports from sources that are cus 
todians of enemy property before you are able to vest it or determine 
it is enemy-owned property. 

Senator Samir. You only vested property that was in America, did 
vou not ¢ 
~ Mr.Myron. That is right. 

Senator Smira. Why was there a delay in the vesting process? 
W hat caused that delay ¢ 

Mr. Myron. I think probably page 8 explains the whole situation. 
Now, in 1945 the scope of our vesting authority was increased and ex 
tended as we note on page 8. There was an amendment to the basic 
Executive orders in 1945 which gave the Custodian authority to vest 
enemy cash and securities. Now, this had not been done up to that 
time. 

Senator Smirg. You mean prior to 1945 the Custodian did not have 
the authority to vest cash or securities ¢ 

Mr. Myron. That is true. Cash and securities were blocked by 
the Treasury Department. 

Senator Smrru. But you had authority except for the blocking by 
the Treasury Department ? 

Mr. Myron. There was the authority under the statute but we did 
not get it under the Executive order. 

Senator Smrrn. What I am trying to get at is whether there is a 
deficiency in the law or deficiency in the Executive orders that were 
issued. 

Mr. Myron. It was not a deficiency, Senator. At the time it was 
not considered of vital importance to vest cash and securities. 

Senator Smiru. Why? 

Mr. Myron. It was necessary, of course, to vest property which 
might be used in the war effort, which might be used by enemies abroad 
against us and cash and securities were separated from those other 
properties. 

Senator Smrru. How can enemies abroad use properties in this 
country against us? You just said because the property might be 
used by enemies abroad against us. 

Mr. Myron. For instance, interest in property in the United States 
owned by Germans abroad might be sold by Germans abroad. 

Senator Smirn. That would not defeat the claim of the Custodian, 
would it, under the law ¢ 

Mr. Myron. It would make available to enemies money received 
from that property which is located in the United States if they 
thought it was going to be returned to them or they would be paid 
for its value. 

Senator Smirx. Would that not raise a question as to the good faith 
of that procedure? If it was German property, then it was subject 
to procedure, was it not ? 

Mr. Myron. That is true. 

Senator Smirn. So I was trying to get at what you meant when 
you said that property might be used by aliens, I mean enemies 
abroad, if the property is in this country. 

Mr. Myron. That is right. 
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Senator Smirn. I do not understand yet why that property could 
not have been vested under the law and the statute. 

Mr. Myron. It could be vested under the statute. The statute gave 
complete authority not only to vest enemy property but property of 
foreign nationals. 

Senator Smirn. Why was it not vested ? 

Mr. Myron. It was not vested because the authority to vest it was 
not set forth in the Executive orders which were issued following 
the statutory rule. 

Senator Smirn. Now, let us get it this way: Its failure to be 
vested was due to the Executive orders not being made direct in 
the immediate vesting? 

Mr. Myron. That is true. 

Senator Smirn. That is a simple statement. 

Mr. Myron. That is true. 

Senator Smiru. That is what I wanted to get at. 

The Cuatrman. Why could you not do it under the statute / 

Mr. Myron. The Executive orders enumerated the types of prop- 
erty which the Alien Property Custodian had jurisdiction to vest. 

The Cuatrman. They can do it under the statute. 

Senator Smiru. That is what I was trying to get at. Why it was 
not done that way and who is holding it up? 

Mr. Myron. Let me read page 5 which might arte the question. 

After March 1942 the administrators of the act, faced with the 
problem of integrating the comprehensive new powers with the old 
powers and limitations, proceeded cautiously. All property of the 
enemy and enemy-occupied countries was frozen; no transactions 
could affect it unless licensed. Vesting action was directed princi- 
pally at patents or at major business enterprises where war produc- 
tion would benefit by the Government’s ability to direct their use to 
that end. Vesting was also undertaken where the existence of enemy 
interests in estates prevented the probate courts from completing 
administration of decedents’ estates. Effort was directed toward the 
successful conduct of litigation which would provide definitions and 
outline the scope of limitations under the act. In particular, section 
5 (b) authorized vesting of property of foreign nationals; but section 

(a) specifically required a return of property if the owners were 
not enemies under the old-act definitions. 

You see, you have 5 (b) which gave us authority to vest not only 
enemy but foreign national property. Then you had section 9 of 
the act which provided for return to other than enemies. 

Senator SmirH. That was including persons of dual nationality? 

Mr. Myron. No. 

Senator Smirn. That is under another section ? 

Mr. Myron. That is under another section. 

Now, the activity was apparent administratively, through amend- 
ment of the basic Executive orders in 1945 to give Alien Property 
Custodian authority to vest enemy cash and s sec urities 

Senator Smrru. Where are you reading now? 

Mr. Myron. Page 6. Let me start at the beginning of page 6. 

Senator Smrra. What I am trying to get at is why Executive orders 
were not made that would allow this work to have progressed like it 
should have under the law, it seems to me. Who was the person 
that made the Executive order, I mean that really set them up? 
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Mr. Myron. Of course the President has the authority and he dele- 
gates the authority to the proper offices. 

Senator Smirx. Who were the proper offices generally? I want to 
vet it down to the person res Conia 
~ Mr. Myron. He ileanied authority to block property. He dele- 
vated that authority to the Treasury Department. He delegated cer- 
tain other authorities to vest certain types of property to the Alen 
Property Custodian. The Executive orders were amended from time 
to time. 

Senator Smirn. Who are the persons? When you say the “Alier 
Property Custodian,” what person at that time was the Alien Faleceits 
Custodian ¢” 

Mr. Myron. At the beginning of the APC, Leo Crowley. 

Senator Smiru. I know; who was at the time? You said these 
other orders were made by the President. 

Mr. Myron. The amended order. 

Senator SmirH. What orders are you talking about when you say 
the orders that were made to direct the Treasury Department, one, 
und the Custodian two? 

Mr. Myron. The original order blocking certain types of property 
and authorizing the vesting of certain types of property was made by 
he President at the time of Leo Crow ley’ s tenure of office as Cus- 
todi an. That was President Roosevelt and he delegated the authority 

io the Secretary of the Treasury to block certain types of property. 
delegated authority to the Custodian to seize certain types of property. 

Senator Dirksen. Actually, however, the authority was in Secretary 
Morgenthau at the time? 

Mr. Myron. The authority to block property, particularly cash, 
securities, and things of that sort. They were blocked by the Treas- 
ury Department under Secretary Morgenthau, and the authority to 
vest certain types of property was under the jurisdiction of the Alien 
Property Custodian and continued so until the Executive orders ex- 
tended the powers to vest, took out of the blocking field certain types 
of property and put them in the vesting field. 

Senator Dirksen. Proceed, Mr. Myron, 

Senator Henprickson. This is after the Alien Property Custodian 
had been transferred to the Treasury Department ? 

Mr. Myron. The Alien Property Custodian was never in the Treas 
ury Department. 

Senator Henpricxson. I understood it was. 

Mr. Myron. No, sir. 

Senator Henprickson. In World War I it was. 

Mr. Myron. No; in World War I there was a Custodian appointed 
by the President. 

Senator Henprickson. Under the Treasury Department. 

Mr. Myron. You see, you misunderstand, there are certain types of 
property—— 

Senator Henprickson. Thatisall right. Iam sure I am right about 
it. It was first under the Treasury Department. 

Mr. Myron. In the First World War? 

Senator Henprickson. Yes. 

Senator Smiru. Former Senator Sutherland of West Virginia was 
Custodian; and a lawyer from my home town, where I was born, was 
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counsel. I remember very well those two men because I happen to 
know them both personally. 

Senator Dirksen. Proceed, Mr. Myron. 

Mr. Myron. The vesting function, the initial step in acquisition of 
enemy property, did not move into high gear until after 1945. Of 
the total of 19,106 vesting orders issued since the outbreak of World 
War IT, 14,038 were issued after 1945. Over 11,200 of these were 
issued after October 15, 1946, when the Department of Justice was 
given jurisdiction over alien property. Moreover, of the total of 
61,800 claims so far resulting from World War II operations, more 
than 55,000 were initially filed after the establishment of the present 
office in October 1946. 

Senator Smrrn. I asked why there was that delay in vesting after 
1946. Who was personally responsible for that situation ? 

Mr. Myron. Because at that time the Department of Justice, the 
Office of Alien Property of the Department of Justice, had received 
authority to vest cash securities and other types of property for the 
first time. 

Senator Smiru. You mean they did not have that authority under 
the statute ? 

Mr. Myron. They had the authority under the statute. 

Senator Smiru. Who held up that authority? That is what I want 
to get at. 

Mr. Myron. There was no holding up of the authority, Senator. 
It was a separation of functions. It was considered only necessary 
to block this type of property prior to 1946. After 1946 it was con- 
sidered necessary to vest that type of property. 

Senator Smrru. What I am trying to get at, who are the persons 
who did that, who considered it necessary to do it this way? What 
individual ? 

Mr. Myron. That would be by Executive order, by amendment to 
Executive order. 

Senator Smrru. Who was responsible for those orders? Was it the 
Attorney General or the Custodian? TI realize in the last analysis it 
was the President who made the Executive order, but of course he 
knew nothing about this, he could not have known anything about the 
details of who was the person responsible for this way of handling it. 

Mr. Myron. The Executive orders were written by the President. 

Senator Smiru. I understand that. 

The Cuarrman. This man is an intelligent man and he can answer 
this question, Mr. Chairman. I demand he give these names. You 
know who they are, Mr. Myron. You are not a fool. Answer the 
question that the Senator asks. 

Mr. Myron. I want to give the names if I possibly can. T will give 
the exact dates and have it noted who was President and who was 
Attorney General at the time. 

Senator Smrirn. The difficulty, Mr. Chairman, that I had at the 
beginning and the staff under me—and it is what you are going to 
have, too; I suspect—is to get down to the details of responsibility as 
to the individual responsibility. Now, we can say this, that or the 
other group. 

The CuarrMan. Let me tell you we are going to find out. This com- 
mittee is going to find out. 


ADMINISTRATION OF TRADING WITH THE ENEMY ACT 9 


Mr. Myron. I would like to give you all that information, and I 
will try to give you every date and person in the office. 
Senator Dirksen. You do not know; is that the answer? 


Mr. Myron. I would not know from the dates just exactly who. I 
would not want to make a mistake on it. I do not know exactly 
who would be President or who would be the Attorney General at 
the time. 

Senator Dmxsren. You do get the purport of Senator Smith’s 
question ¢ 

Mr. Myron. I understand it. 

Senator Dirksen. Then at this point suppose you supply for the 
record the names of those who, if there was responsibility, were re- 
sponsible for withholding the Executive orders or withhold pur- 
suance under the statute of the vesting so that there was a delay here 
causing the major amount of these claims to be filed some time after 
1945 and 1946 and deferring vesting as well as deferring claims. We 
would like to know then who was responsible, who was the Custodian 
at the time and, if the files will indicate, whether there was any af- 
firmative action or any act of omission, shall we say, that was respon- 
sible for it. Suppose you supply them and we will insert a memoran- 
dum for the record at this point. 

(The memorandum referred to follows :) 


SUPPLEMENTARY STATEMENT ON VESTING PoLicy spy Paut V. Myron, Depury 
DIRECTOR, OFFICE OF ALIEN PROPERTY 


\t the hearing of February 20, 1953, the committee requested to be advised of 
the reasons for the delay until July 1945 in the vesting of enemy-owned cash and 
securities. In accordance with the committee’s request, I am submitting this 
memoradum. 

The decision not to vest enemy-owned cash and securities was made in the 
early summer of 1942 when Executive Order 91938 was issued by President 
Roosevelt as an amendment of Executive Order 9095 which had established the 
Oftice of Alien Property Custodian. Executive Order 9193 defined in detail the 
powers and duties of the Alien Property Custodian and the separation of au- 
thority between the Custodian and the Secretary of the Treasury, in the field of 
foreign and enemy owned property. Under this order the Alien Property Custo- 
dian was given authority to direct, manage, supervise, control, and vest the 
following properties : 

“1. Any business enterprise within the United States which is a national 
of a designated enemy country. 

“2. Any other property within the United States owned or controlled by a 
designated enemy country or national thereof, not including in such other prop 
erty, however, cash, bullion, monies, currencies, deposits, credits, credit instru- 
ments, foreign erchange and securities except to the extent that the Alien Prop 
erty Custodian determines that such cash, bullion, monies, currencies, deposits, 
credits, credit instruments, foreign exchange and securities are necessary for 
the maintenance or safeguarding of other property belonging to the same desig- 
nated enemy country or the same national thereof . [Italics supplied. ] 

“3. Patents, patent applications, trade-marks, etc., in which any foreign coun- 
try or national thereof has any interest. 

“4. Any ship or vessel or interest therein, in which any foreign country or 
national thereof has any interest. 

“5. Any property of any nature whatsoever which is in the process of admin- 
istration by any person acting under judicial supervision or which is in par- 
tition, libel, condemnation or other similar proceedings and which is payable 
or deliverable to, or claimed by, a designated enemy country or national thereof.’ 
As will be noted, this order did not delegate to the Alien Property Custodian 
the authority to vest “cash and securities.” 

By way of history, Executive Order 9193 developed in the following manner: 

As early as 1940 the United States Government took steps to immobilize or 
“freeze” the assets in the United States owned by nationals of foreign countries 
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in order to prevent their use by Nazi Germany. To accomplish such purpose, 
Executive Order 8389, applicable to Norway and Denmark, was issued by Presi- 
dent Roosevelt on April 10, 1940, under the authority of the Trading With the 
Enemy Act of 1917. The Secretary of the Treasury was designated to administer 
the order. Henry A. Morgenthau, Jr., was the Secretary of the Treasury at 
that time. Thereafter, as additional countries were invaded by Germany, the 
Executive order was amended to apply to those countries, Finally, on June 
14, 1941, Germany and Japan were added to the freezing program. 

Immediately after the entry of the United States into the war in December 
1941, the Congress amended section 5 (b) of the Trading With the Enemy Act, 
and also ratified and confirmed all prior action of the President and the 
Secretary of the Treasury taken under Executive Order 83889, as amended.’ 
Under the amended section 5 ({b) the authority of the President was greatly 
expanded ; among other things, he was granted the authority to vest property 
of foreign nations. Shortly thereafter, on March 11, 1942, President Roosevelt, 
by Executive Order 9095, delegated his authority to vest property to the Alien 
Vroperty Custodian. The order also established the Office of Alien Property 
Custodian within the Office for Emergency Management of the Executive Office 
of the President. Leo T. Crowley was appointed the first Alien Property 
Custodian. 

Executive Order 9095 gave the Alien Property Custodian extremely broad 
powers. However, it was the opinion of representatives of the Treasury 
Department that the order had the effect of vitiating its powers in the field of 
foreign funds control under Executive Order 8389, as amended. ‘They therefore 
proposed that Executive Order 9095 be revised for the purpose of distinguishing 
clearly between the controls to be exercised by the Alien Property Custodian 
and by the Treasury Department and between the types of property to be 
vested and those which should merely remain frozen under the provisions of 
Executive Order 83889, After numerous discussions between representatives of 
the Treasury Department and of the Alien Property Custodian a proposed re- 
vision to Executive Order 9095 was submitted to the White House. Certain 
amendments were made thereto after further conferences between representa- 
tives of the Treasury Department, the Alien Property Custodian, and the White 
House, finally resulting in the issuance of Executive Order 9193 on July 6, 1942. 

At this time the Alien Property Custodian was Leo T. Crowley, his deputy 
was James E. Markham, and the General Counsel and Assistant General Counsel 
were A. Matt Werner and John Ernest Roe, respectively. The Secretary of the 
Treasury was Henry Morgenthau, Jr., the General Counsel and Assistant Gen- 
eral Counsel were Edward H. Foley, Jr., and Bernard Bernstein, respectively ; 
the Director of the Foreign Funds Control was John W. Pehle. Judge Samuel 
Rosenman handled the matter on behalf of the White House. 

As previously stated, property which was excluded from the authority of the 
Alien Property Custodian under Executive Order 9193 remained subject to the 
jurisdiction of the Treasury Department. Thus, the enemy and other foréign 
owned property previously mentioned as excepted from the vesting power of the 
Custodian under item 2, above, to wit, “Cash and securities,” remained under 
the blocking controls of the Treasury under Executive Order 8389, as amended. 

The question is raised why the distinction was made by Executive Order 9193 
that some types of property were to be vested while others were not. This 
distinction is well phrased in the First Annual Report of the Alien Property 
Custodian submitted to the President and the Congress for the period March 11, 
1942, to June 30, 1948. In that report, Mr. Crowley stated on page 2: 

“Wartime control over enemy-owned property serves the double purpose of 
eliminating any benefit to the enemy from these assets and of making available 
productive enterprises and strategic materials to promote our own war effort. 
In addition, wartime control is essential to prevent property from becoming 
derelict. 

“In contrast with the method of handling enemy property that was followed 
during the last war, a distinction has been drawn this time betweeen two broad 
classes of property. Cash, and investment securities not involving control over 
specific productive assets, have been placed within the jurisdiction of the Treas- 
ury Department. Other types of property, particularly productive assets, which 
must not only be kept from the enemy but which also must be positively con- 
trolled if they are to continue as parts of our economic system, have been placed 
under jurisdiction of the Office of Alien Property Custodian.” 


1 Secs. 301 and 302 of the First War Powers Act of 1941 (55 Stat. 839). 
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In other words, the property excepted by the President from vesting in his 
delegation of authority to the Alien Property Custodian, to wit, cash and securi- 
ties, waS not the type needed to promote our own war effort; it was essential, 
however, to freeze such property to prevent its being used by the enemy, 

This distinction in policy was further clearly stated in subsequent annual re- 
ports to the President and the Congress. In the Annual Report for the year 
ending June 30, 1944, James E. Markham, the then Custodian stated on page 4: 

“There are two main types of possible objectives of the control of enemy prop- 
erty in the United States in time of war. Wartime objectives, which include 
the exploitation to the full of all enemy property in this country in the interest 
of the United States for the duration of the war; and postwar objectives, which 
involve the disposition of this property or its proceeds after the war. 

“The wartime objectives are of immediate relevance to the Office of Alien 
Property Custodian; their attainment has been the goal of this Office since its 
establishment. Property has been brought under the control of the Custodian, 
managed, and disposed of, always in an endeavor to make the maximum contri- 
bution to the prosecution of the war. A more detailed discussion of the wartime 
objectives occurs in the Annual Report of the Office of Alien Property Custodian, 
March 11, 1942, to June 30, 1943, pages 12-14. 

“The postwar objectives involve an undecided question of national policy 
which is within the competence of the Congress and not of the Custodian. After 
the last war the bulk of the proceeds of the sale of the property which had been 
seized by the then Alien Property Custodian was returned to its former owners. 
This precedent conceivably might be followed. There is also the possibility that 
the property (or its proceeds) will be retained. Legislation has already been 
introduced into Congress by various members of both houses proposing that the 
property vested from nationals of enemy countries by the present Custodian 
should not be returned. Although the issue is not one for him to decide, the 
Custodian has had to reckon with both possibilities. 

“An additional postwar objective of the Custodian concerns primarily vested 
patents and patent contracts. The Custodian attempts to seek out any restric- 
tive holds which foreign-owned patents may have on American industry and, 
with the aid of other agencies of the Government, to break them wherever they 
are found, by whatever means may be available. 

“The alternative objectives suggest different vesting policies. If the property 
s to be returned it would seem, from the point of view of post-war objectives, 
that the Custodian would do well to avoid vesting wherever possible; for he 
would have to divest himself of the property before long. If, on the other hand, 
the enemy property is not to be returned, the Custodian should vest all such 
property under his jurisdiction in order to bring it under the control of the 
Government. 

“The dilemma has not proved too serious. The Custodian has found that the 
vesting of all enemy property in this country which should be vested in order to 
attain the first type of objectives, the wartime objectives, has meant the vest- 
ing of the bulk of the property under his jurisdiction. It has been his policy, 
broadly speaking, to vest only those types of property where vesting may con- 
tribute to the attainment of wartime objectives. Accordingly, he has not ordi- 
narily vested such property as mortgages, life insurances, and accounts owed to 
nationals of enemy countries, categories of enemy property which are quantita- 
tively of secondary importance. Jf enemy property is not returned, this prop- 
erty can be vested later.” [Emphasis supplied. ] 

The Supreme Court of the United States, speaking through Justice Reed recog- 
nized the above policy of our Government in the case of Propper v. Clark (337 
U. 8S. 472). The Court said at pages 481, 483, and 484: 

“Through the Trading with the Enemy Act, in its various forms, the nation 
sought to deprive enemies, actual or potential, of the opportunity to secure ad- 
vantages to themselves or to perpetuate wrongs against the United States or its 
citizens through the use of assets that happened to be in this country. 

+” a a + i * + 

“When the Custodian vests blocked property, title passes to the Custodian 
and his authority to vest and hold cannot be questioned except as provided in 
the Trading with the Enemy Act. The freezing order of June 14, 1941, immo- 
bilized the assets covered by the terms so that title to them might not shift 
from person to person except by license until the Government could determine 
whether those assets were needed for prosecution of the threatened war or to 
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compensate our citizens or ourselves for the damages done by the governments 
of the nationals affected.” 

In another case Zittman vy. McGrath, 341 U.S. 446, Justice Jackson stated at 
pages 453 and 454: 

“The New York courts were advised of five purposes of the Federal Govern- 
ment’s program: ‘1. Protecting property of persons in oceupied countries’; ‘2. 
Preventing the Axis, now our enemy, from acquiring any benefit from these 
blocked assets’; ‘3. Facilitating the use of blocked assets in the United Nations 
war effort and protecting American banks and business institutions’; ‘4. Pro- 
tecting American creditor’; ‘5. Foreign relations, including postwar negotia- 
tions and settlements.’ ” 

The division of authority between the Alien Property Custodian and the Sec- 
retary of the Treasury remained the same with respect to the types of enemy 
property to be vested and the types to be kept frozen until June 8, 1945, when 
jurisdiction to vest “cash and securities” owned by Germany and Japan or its 
nationals was also conferred upon the Alien Property Custodian under Execu- 
tive Order 9567. This governmental decision to vest all German assets in the 
United States was apparently a part of the overall Allied decision that the enemy 
country must pay in reparations for the damage it caused to the Allies. 

This policy was made a part of foreign policy disposition of postwar problems 
through the final act of the Paris Reparation Conference in December 1945, in 
which the United States and the western European nations agreed that each 
would hold the German assets in its jurisdiction as part of its reparations share. 
It was subsequently confirmed by the Congress in section 39 of the Trading 
With the Enemy Act, as added by section 12 of the War Claims Act of 1948, which 
provides that 

“The Trading With the Enemy Act of October 6, 1917, as amended, is hereby 
amended by adding at the end thereof the following new section: 

‘Sec. 39. No property or interest therein of Germany, Japan, or any national 
of either such country vested in or transferred to any officer or agency of the 
Government at any time after December 17, 1941, pursuant to the provisions of 
this Act, shall be returned to former owners thereof or their successors in inter- 
est, and the United States shall not pay compensation for any such property 
or interest therein. The net proceeds remaining upon the completion of admin- 
istration, liquidation, and disposition pursuant to the provisions of this Act 
of any such property or interest therein shall be covered into the Treasury at 
the earliest practicable date. Nothing in this section shall be construed to re- 
peal or otherwise affect the operation of the provisions of section 32 of this Act 
or of the Philippine Property Act of 1946.’ ” 

Following the change in policy from restricted wartime vesting of assets that 
would contribute to all-out mobilization to a postwar objective of “reparations,” 
it was a natural consequence to expand the vesting program to include all types 
of property so as to increase as much as possible the amount chargeable to repa- 
rations. This was accomplished by President Truman under Executive Order 
9567 in delegating to the Alien Property Custodian the authority to vest cash 
and securities which had theretofore been excluded from vesting under Executive 
Order 9193. The Executive Order was submitted to the President by a joint 
memorandum of May 30, 1945, from the Acting Secretary of State, Joseph E. 
Grew, the Secretary of the Treasury, Henry Morgenthau, Jr., and the then 
Alien Property Custodian, James E. Markham. The memorandum read as 


follows: 
May 30, 1945. 
MEMORANDUM FOR THE PRESIDENT: 

Under Executive Order No. 9193 of July 6, 1942, control of dollar balances, 
securities and other liquid assets of the enemy countries and their nationals 
was conferred upon the Treasury, while the Office of Alien Property Custodian 
was directed to deal with enemy-owned property requiring active management. 
The order provides, however, that if the Treasury should decide to vest any 
property, it shall be vested in, and dealt with by, the Custodian upon the terms 
directed by the Treasury. Since the allocation of functions between the two 
agencies, the Treasury has not vested any property but has relied on its blocking 
controls, while the Custodian has followed a program of vesting. 

We are agreed that the national interest requires the complete elimination of 
existing German and Japanese interests in property in the United States. If 
you approve, we are ready to join in a coordinated program under which all 
German and Japanese property will be vested and will be converted into cash 
as soon as practicable. It is proposed that exclusive authority to vest such 
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property and to direct the terms upon which it thereafter should be dealt with, 
be conferred upon the Custodian by an amendment of Executive Order No. 9193. 
The Treasury will continue to be responsible for developing overall procedures 
to insure that enemy assets held in the names of nationals of liberated or neutral 
countries will not be released under unfreezing programs. 

All proceeds of vested property will for the present continue to be held in 
special accounts in the Treasury of the United States. Although we believe that 
a governmental decision with respect to the final disposition of these funds 
should be deferred, we feel that American creditors who have claims against 
any person whose property in this country has been vested should be paid on an 
equitable basis, to the extent the vested assets of their debtor permit. The 
expenses of the Alien Property Custodian’s Office will continue to be paid out 
if vested property and its proceeds. We are fully agreed that plans for ultimate 
disposition of the funds realized from vested German and Japanese property) 
should make no provision for any return or compensation, direct or indirect, 
by the United States to the former owners. Subject to your concurrence, it is 
uur intention to present these views to Congress in conjunction with legislation 
vhich will aid in effectuating the program. 

If you agree with the program, it is requested that you sign the attached 
amendment to Executive Order No. 9193. 

[S] Josera C. Grew, 
Acting Secretary of State. 
[S] H. Morcentnay, ZJr., 
Secretary of Treasury. 
{[S] James BE. MARKHAM, 
Alien Property Custodian. 

With the issuance of Executive Order 9567, the Office took a census of all 
German-owned property in the United States. Thereafter it proceeded to vest 
regardless of the type of property. 

Senator SmirnH. Mr. Myron, when did you become connected with 
the Office ? 

Mr. Myron. I started with the Office when it was established 
1942. 

Senator SmitH. I asked that because I did not want to place him 
with to much responsibility, but he started with the Office in 1942. 

Senator Dirksen. I asked Mr. Myron originally when he started 
and he has detailed his identity with this whole operation. 

Mr. Myron. I have been connected with this Office for the last 
214 years. 

The CuHatrmMan. Mr. Chairman, may I suggest we are not interested 
particularly who was the Attorney General or the Secretary of the 
lreasury. Senator Smith wants to know the names of the men who 
were in charge of the matter. 

Senator Dirksen. I think Mr. Myron understands that now. 

Mr. Myron. I do, and I will try to get most of that information for 

. eS 
Vou. 

Senator Dirksen. Suppose you proc eed. 

Senator Henprickson. Mr. My ron, before you do proceed, I notice 
in your formal statement here you say in that paragraph at the top 
of page 14 over 11,200 of these were issued after October 15, 1946. 
when the Department of Justice was given jurisdiction over alien 
property. 

Mr. Myron. That is right. 

Senator Henprircxson. Who had jurisdiction over Alien property 
prior to 1946? 

Mr. Myron. The Alien Property Custodian. It was an independ 
ent agency. 

Senator Henprickson. Completely an independent agency? 

Mr. Myron. Yes. 
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Senator SmirH. Set up by Executive order ¢ 
Mr. Myron. Set up by Executive order; yes. 

Senator Smirn. Pursuant to the statute? 

Mr. Myron. That is right. 

It is apparent from these illustrations that the Office of Alien Prop- 
erty, upon its establishment in the Department of Justice, was con- 
fronted, not with the final liquidation of an operation well along the 
road toward completion, but with several programs that had not yet 
reached their highest rate of activity. Simultaneous with the neces- 
sary increase in vesting activity, the Office had to undertake solution 
of the rapidly growing problems attending the birth of the huge 
World War II claims program. Before the major programs could be 
digested, the Office received responsibility for the foreign funds and 
Philippine programs. 

Moreover, with the passage of the War Claims Act of 1948, the 
Oflice faced still another major problem, that of financing the Wai 
Claims Fund. Under that act, awards are payable to the American 
citizens who suffered personal injury while internees or prisoners of 
war of the enemy governments. Payments were to be made from the 
war claims fund, with the proceeds of vested German and Japanese 
property which became available as the property was liquidated and 
claims and litigation disposed of. The procedure apparently con 
templated—of transferring specific accounts after they had been 
cleared of all claims—faced certain difficulties. 

Senator Smiru. That was after the expense of the Office had been 
provided for and expense of liquidation ? 

Mr. Myron. Payment was to be made to war claims. 

Senator Smrrn. After that? 

Mr. Myron. That is right. 

Senator Smiru. I believe you turned over to the War Claims Com- 
mission about $150 million before this liquidation had proceeded to 
the point it is now. 

Mr. Myron. That is true, sir. 

Senator Smiru. And without much reference as to what the ex 
penses of liquidation were going to be. Why was that done? 

Mr. Myron. Because at the time they just got ahead of us—— 

Senator Smrra. Who got ahead of you? 

Mr. Myron. In computing awards for internees or prisoners of 
war. Iam coming to that right down here. 

Senator Smiru. All right. Pardon me. 

Mr. Myron. Section 9 (a) of the Trading With the Enemy Act 
prohibits the liquidation of vested property while a suit for return of 
such property is pending. Some of the major properties vested dur- 
ing World War Ii, such as the General Aniline & Film Corp., are 
involved in section 9 (a) suits and cannot be liquidated. The At- 
torney General is the defendant in these suits. He cannot control the 
speed of the litigation. Transfer to the war claims fund of the prop- 
erty involved in these suits must await final disposition of the litiga- 
tion. Likewise, until all title and debt claims against an account 
have been disposed of, no transfer of that account is possible. 

Senator Henprickson. How many of those suits are there in that 
case ¢ 
Mr. Myron. I have the figures later on in this statement, Senator. 
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Senator Dirksen. I think Mr. ¢ 
n this matter. 

Mr. Myron. I think he will in connection with claims. 

On the other hand, the demands on the fund were immediate. As 
you know, the War Claims Act originally provided for the payment of 
$1 per day to American servicemen for each day they spent in sub- 
tandard enemy prisoner-of-war camps. It also provided for certain 
monetary awards to American civilians who had been interned by the 
Japanese in the Philippine Islands and American Pacific possessions 
that had been occupied by the Japanese. When the War Claims 
(‘ommission started active operations in 1949, it was soon apparent 
that it could compute its awards to prisoners of war at a much faster 
ate than the proceeds of enemy property could be made avail: a 
by the Office of Alien Property through transfer of individual : 
ounts. To meet the immediate needs of the Commission a In 
rder that payments of awards would not be delayed, the Office in 
June 1949 made an initial transfer of $25 million to the war claims 
fund. 

In February 1950 the Office of Alien Property was advised by the 
War Claims Commission that it would require $150 million within 2 
to 3 years to satisfy valid claims under the War Claims Act. Fol- 
lowing hearings before the House Interstate and Foreign Commerce 
Committee, the Office, with the approval of the Bureau of the Budget, 
igreed to advance the required sums from the general pool of vested 
funds on the basis of estimates as to the amount of money which would 
probably remain after disposition of claims against vested property. 
By March 1952 advances to the fund totaling $150 million had been 
made. 

Senator Smirn. Right there I want to ask you a question, too. So 
that up to the present time $150 has been turned over to the war 
claims fund? 

Mr. Myron. Yes. 

Senator Smiru. That has been turned over before there has ever 
been any real adjudication of the expense items that should be 
charged against the properties from which these proceeds came? 

Mr. Myron. I do not think that is exac tly so, Senator. 

Senator Smirit. Let me ask you this way As 1 understood from 
from Sapp, he said, as I understood from Kirn and the act and those 
who had been over this matter, that if you looked at it from the most 
favorable light you could not find but, I think he said, $16.5 million 
up to now, “counting all expenses and liquidation cost that could 
possibly have been transferred legitimately to the War Claims Act. 
[s that right or not? 

Mr. Myron. I do not think that is exactly right, Senator. I think 
there are funds available which are not presently encumbered by 
claims or suits for which we have cash which could be transferred 
into the war claims fund. True, this is an estimate made by the 
Office as to the amounts of money that would be available after any 
claims or suits pending against us. 

Senator Smiru. Now why was the $150 million transferred be- 
fore that amount was really available? Let us take it another way. 
United the Office of Alien Property knew what were the expenses 
of liquidation, you could not know how much you were gomg to 

have available to transfer; could you ? 


‘reighton will testify in some detail 
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Mr. Myron. We could estimate. Exactly; no, sir. 

Senator Smriru. You have estimated $150 million and turned over 
$150 million. 

Mr. Myron. That is true. 

Senator Smrru. Do you not know that in the final analysis on 
the prospects of what the information before you now is, that some- 
thing will have to be done to take care of that $150 million trans- 
fer, either by way of Congress appropriating new money to pay 
for the administration of Alien Property Office or else returning that 
money to the Office. 

Mr. Myron. I do not think there is any question. 

Senator Smiru. You don’t mean to say there are $150 million net 
being realized out of alien property ¢ 

Mr. Myron. I would say there would be at least $150 million. 

Senator Smiru. Up to now? 

Mr. Myron. I would like to check those figures. 

Senator Smrru. I think that is interesting because I understand 
from Mr. Sapp and some of the accountants who dealt with this thing 
there was not any such sum as $150 million, but it was transferred. 
I am trying to get whether or not it was political pressure brought 
on the Custodian te transfer more money than became available from 
time to time for the purpose of satisfying somebody’s urging, because 
you say in here there were demands ne under the act. 

Mr. Myron. That was put in by the War Claims Commission. 
Those were demands by the War Claims Commission who had the au- 
thority and responsibility for paying out these claims. 

Senator Smrru. They had no right under law to make those de- 
mands upon you until you had a net amount available for distribu- 
tion. 

Mr. Myron. That is true. 

Senator Smrru. But they did make those demands upon you? 

Mr. Myron. They asked us for money with which to pay the 
claims. 

Senator Smiru. Now, who directed your office or you to transfer 
that money to the War Claims Commission prior to its really being 
realizable, we might say ? 

Mr. Myron. Of course I was not in a position at the time to pass 
on it—but I understand that the estimate was made by the office that 
there would be $150 million available for payment to the war claims 
fund. Upon demand of the War Claims Commission for the neces- 
sary money to administer their act, that we, having determined that, 
turn the money over tothem. This was done, by advances from time 
to time, of course, not at $150 million at one time. 

Senator SMrru. Who directed you to turn over from time to time 
these amounts beginning with $25 million and finally going up to 
$150 million? What person or persons? 

Mr. Myron. As I stated, that would be by the Attorney General 
with the approval of the Budget Bureau. 

Senator Smrru. Was that done by document, by letter, or order, or 
whatnot ¢ 
Mr. Myron. It was done by the transfer of the money by check. 
Senator Smirxn. What is the evidence of that order? Did you get 
1 letter of instruction from the Department of Justice saying turn 
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over $25 million or turn over $50 million from time to time until it 
eame to $150 million? Who were the persons that ordered you to 
do that? 

Mr. Myron. Now, I did not have anything to do with the admini- 
stration at that time, but I would say in my experience it would be 
by agreements with the parties to have $150 million—— 

Senator Smrru. By what parties? 

Mr. Myron. By the Attorney General, by the Assistant Attorney 
General in charge of the Office of Alien Property. 

Senator Smirn. And who else? The other parties? 

Mr. Myron. It would net be any other parties. It would be a 
check to the Secretary of the Treasury for those purposes of the war 
fund. 

Senator Smrrnu. Do you have orders that were made by this Attorney 
General or the Assistant Attorney General directing your office to 
turn over those sums to the Treasury ¢ 

Mr. Myron. I should judge there would be a memorandum to that 
effect in the files. 

Senator Dirksen. Let me ask on that point. No money was trans 
ferred to the War Claims Commission until June 1949, is that right’ 

Mr. Myron. That is true. 

Senator Dirksen. In June 1949 you transferred $25 million ? 

Mr. Myron. That is right. 

Senator Dirksen. In June 1949 Mr. Bazelon was the Alien Property 
Custodian. He did not resign until October 1949? 

Mr. Myron. That is true. 

Senator Dirksen. In June 1949 Tom Clark was Attorney General of 
the United States. 

Mr. Myron. I would say so. 

Senator Dirksen. In June 1949 Harry Truman was President of 
the United States. 

Mr. Myron. Yes, sir. 

Senator Dirksen. Somewhere among those 3 you must have derived 
authority by order to transfer the initial $25 million to the War 
Claims Commission. Who issued the order or directed a letter or 
other authority under which the initial payment of $25 million was 
made ? 

Mr. Myron. From my experience in the Department, it would be 
by direction of the Attorney General. 

Senator Dirksen. You do not know? 

Mr. Myron. I do not know. 

Senator Dirksen. Suppose then you supply the name and, if pos 
sible, the copy of the order, copy of the letter, copy of the directive, 
whatever it was, that transferred the first $25 million to the War 
Claims Commission. 

Mr. Myron. And any other advances later made ? 

Senator Dirksen. Yes. 

(The information referred to appears elsewhere in the record.) 

The Cuatrman. Who does know? He does not know. What wit 
ness can we get here who does know? 

Mr. Myron. We can get the information from the files, Senator. 

ho CuarrMan. What witness can we get here under oath who can 
tell us? 
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Mr. Myron. From actually handling these matters ? 

The Cuamman. That is right. 

Mr. Myron. It would have to be the Attorney General at the time 
this transfer was made. 

Senator Dimr«sen. I think in view of the testimony, Mr. Myron, I 
will swear you at this point. 

Do you solemnly swear that the testimony you are about to give will 

be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Myron, Yes, sir. 

Senator Dirksen. Now, Senator Smith, the second question relates 
to the $150 million, because up to March 1952 you say the advances 
totaled $150 million. 

Mr. Myron. May I say, Senator, that I understand that Mr. Sapp, 
of your committee, of the previous committee, examined the files 
which contained all the correspondence on this particular subject. So 
the files which were made available to him, which he examined, would 
contain this information. 

Senator Dirksen. We would like to know from you. 

Mr. Myron. We will do that, Senator. That is not only on the first 
advance but every other advance? 

Senator Dirksen. Exactly so. When they were made and what 
amount was involved. Then I think there is a corollary question. 
What was the source of the $5 million in the first instance? Did you 
have that money in trust account segregated in the Treasury to the 
credit of Alien Property ? 

Mr. Myron. No, sir; that was from money in the Treasury Depart- 
ment in the name of the Attorney General. 

Senator Smrru. The proceeds of what? 

Mr. Myron. That was proceeds of the property which had been 
vested by the Alien Property Custodian. 

Senator Smiru. Had the property been sold ? 

Mr. Myron. Some of them have been sold. 

Senator Smiru. Had they realized $25 million net at that time? 

Mr. Myron. I am certain that they have, that they had that much. 
Now I can check the records and supply those figures. 

Senator Smrrx. Would you say they had $1 50 million of those net 
funds, which is the amount you have turned over to the War Claims 
Commission ? 

Mr. Myron. I would say that we had cash in the Treasury Depart- 
ment to that extent. 

Senator Smrru. I know, but you had expenses and outstanding obli- 
gations; did you not? 

Mr. Myron. In connection with claims that were to be processed ? 

Senator Smrrna. And also in connection with this disposition of 
property that should never have been vested, I mean under the law it 
turned out should never have been vested. 

Mr. Myron. The funds from which advances were made to the 
War Claims were in cash in the Treasury Department in the name of 
the Attorney General. The source of those funds is the properties 
which had been liquidated or sold by the Office of Alien Property 
and put into the Treasury Department in cash. 
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Senator Smitu. And some of those funds had been derived from 
the sale of properties that, as it turned out, should not have been 
vested, belonged to people that were not subject to their property 
being vested as aliens or enemies; is that not true? 

Mr. Myron. I do not know how we earmarked the funds, 

Senator Smirn. Do you not know that Congress passed a law first 
providing for a payment to persons, I believe of dual citizenship, of $5 
million and last year we raised it to $9 million? 

Mr. Myron. That is right. 

Senator Smiru. That was to refund to persons whose property had 
been taken and sold and money put in the Treasury for their property 
that had been sold when it should not have been sold. I do not believe 
there is any blame but that is a question of not knowing the legal 
right at the time. That is where this fund came from, part of it; is 
it not ¢ 

Mr. Myron. That would be the fund from which those returns 
would be made, also. 

Senator Smirn. They really were trust funds held by the Alien 
Property Custodian in the Treasury Department; were they not? 

Mr. Myron. They would be considered that ; yes, sir. 

Senator Smrrn. A trust fund should not have been turned over to 
the War Claims Commission under such circumstances until the rights 
of the parties had been finally determined. 

Mr. Myron. That is true. 

Senator Smiru. But it was done. 

Mr. Myron. But I do not believe it was exactly done that way. 
What I believe is that the funds that were in the Treasury Department 
were unencumbered funds or funds over and above the amount that 
was estimated to cover the suits or claims that were pending. 

Senator Smiru. Estimated by whom? 

Mr. Myron. By the Office. 

Senator Smirn. Will you bring us the estimates that were made 
at the time each of these transfers were made ¢ 

Mr. Myron. If such estimates are there, I will bring them. I be- 
lieve that was to be the procedure. 

Senator Dirksen. I might say that in the course of the hearings 
we are going to have Mr. Bard, the accountant who worked on this. 
But before we leave this particular point, the fact of the matter is, 
Mr. Myron, first of all, there is an account in the Treasury which, 
No. 1, shows accretions to that. fund from the operations of the Alien 
Property Office. 

Mr. Myron. That is true. 

Senator Dirksen. Secondly, it shows withdrawals that were made, 
the dates of withdrawals that were made over to the War Claims 
Commission. 

Mr. Myron. That is true. 

Senator Dirksen. In the account that is carried on the books of 
the Treasury, that is carried in gross, that is a gross account, not a 
net account ? 

Mr. Myron. That is right. 

Senator Dirksen. And chargeable against that account may be a 
variety of claims until a property is completely clear so that-you can 
say the proceeds are net proceeds, free from all encumbrance and free 
from all litigation ? 
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Mr. Myron. That is right. 

Senator Dirksen. The fact of the matter is you have to gross an 
account quite aside from the demands and encumbrance that can 
legally be made on that account and turn it over to the War Claims 
(‘ommission ; is that correct ? 

Mr. Myron. I understand that to be the procedure. 

Senator Dirksen. You just took out of the gross account and did it 
wholly on the basis of an estimate you foresaw you might be able to 
realize over a period of time that you would land with that amount. 

Mr. Myron. I would say so. 

Senator Dirxsen. So in reality you took some funds, as to whether 
there were some doubts as to whether you were able to take those 
funds, and gave them to the War Claims Doniniiahions ¢ 

Mr. Myron. I would say in my opinion there would be ample funds 
to cover the claims and suits. 

Senator Dirksen. But you just took gross proceeds as they went 
into that trust account in the Treasury Department and said, Here, 
we will turn over to the War Claims Commission enough to meet 
the demands and they quickly process these service demands. 

Mr. Myron. Yes, sir, based on the estimate which was made in the 
office that there were ample funds to pay over that much money to 
the War Claims Commission. 

Senator Dirksen. I suggest that you submit at this point for the 
record something in the nature of a ledger sheet showing the accre- 
tions to the account and then the diversions from the account to the 
War Claims Commission. 

Mr. Myron. I can give you those figures, I think, Senator, if you 
wish. 

(The material referred to is as follows :) 


SUPPLEMENTARY STATEMENT ON WAR CLAIMS FuND TRANSFERS BY PAu V. Myron, 
Deputy Drrector, OFFICE OF ALIEN PROPERTY 


During the hearing held February 20, 1953, before this subcommittee, it was 
requested that I supply for the record the history of the advance transfers of 
alien property proceeds to the War Claims Fund, by which a total of $150 million 
has been transferred to that fund for payment of the awards of the War Claims 
Commission. You have asked that the statement indicate the source of the funds 
transferred, the general authority under which such transfers were made, the 
names of the officials actually responsible for the transfers, and an explanation 
of the estimates upon which each such transferred amount was determined to be 
available. 

There were six separate advances to the War Claims Fund: 


NE Te a ctccbetciae ceteris visciederdalaibslanicbas a esihisensaaia a cattails ace 

es NE A, EM pslencovtes tplaibiadiaiiles iecalthdibs ineiiiaiaacend aiceciatdieihniaacate Rint eetc beens 15, 000, 000 
3. Oct. 2, | 1960 LL eee epi Sis 1 Pine eT eo 
6; Ber 20 Wee baad. Os. chet. cei oe dL elacusiiiocnw. 2: 30, 000, 000 
D. Aug. 1 : "1961 he ee ei aie es agtth de Soiibves Sah ehcadlaies on wsieiich hibits toed aeletoaeiiends 30, 000, 000 
6. May * RO, sh se cys in bahia ic ls statins tei eg i ae DS an ari 30, 000, 000 
150, 000, 000 


I transmit herewith a file containing photostatic copies of the documents from 
the files of the Office of Alien Property relevant to these advances. These docu- 
ments are arranged in chronological order, so that the documents relating to each 
of the advances are grouped under the file heading for each such advance. In 
addition, for each advance the file contains a copy of the so-called balance sheet of 
the Office of Alien Property, current at the time of that advance, showing the esti- 
mate upon which the transfer was predicated. 
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I believe it will be helpful to review the history of these advance transfers. 
The War Claims Act of 1948, enacted July 3, 1948, provided that the War Claims 
Commission should immediately entertain and make awards on claims of Amer- 
ican civilians and military personnel who had suffered personal injury while 
interned or imprisoned by the enemy nations, Under that act, these claims were 
payable as soon as the Commission had determined the amounts of benefits to 

hich each claimant was entitled and certified the awards to the Secretary of 
the Treasury. The certified awards were to be paid from the War Claims Fund, 

onstituted in the Treasury from the ultimate proceeds of vested German and 
Japanese property The act provided that such proceeds were to be “covered 
nto the Treasury at the earliest practicable date” following completion of ad- 
ministration, liquidation, and disposition of such property in accordance with the 
yrovisions of the Trading With the Enemy Act. The legislation made no pro- 
ision for the possibility that the rate of awards by the War Claims Commis- 
sion might be faster than the rate of disposition of claims and litigation affect- 
ng the vested property. 

During the early part of 1949, the War Claims Commission and the Bureau of 
the Budget were confronted with the initial problem of staffing and organizing the 
Commission. This could not proceed until funds were available for that pur- 
pose. The Congress, by the First Deficiency Appropriation Act, 1949, approved 
May 24, 1949, had appropriated for the War Claims Commission money from 
the War Claims Fund for the fiscal year 1949, for its administrative expenses 
and for payment of its awards. At that time, however, there was no money to 
the credit of the fund. 

On April 30, 1949, the first substantial group of accounts held by the Office of 
\lien Property became subject to the statutory limitation on time for filing 

aims. There were a number of accounts against which no claims were filed, 
ind the amounts available in each of those accounts were actually available for 
transfer to the War Claims Fund. At that time, however, there was pending in 

ie Congress a bill (S. 729, 8lst Cong.) to amend the Trading With the Enemy 
\ct so as to extend the time within which claims may be filed. which passed the 
senate and was before the House committee. Since the actual processing of 
each of the unclaimed accounts for closing was an expensive and difficult process, 
ind there existed the distinct possibility that such processing would be frustrated 
vy passage of the bill, it was determined by the then Director of the Office, David 
L.. Bazelon, that in lieu of such processing, the amounts available for the War 
(laims Fund would be determined by alternative means. 

There were such alternative means whereby funds could be determined to be 
available. Section 5 (b) of the Trading With the Enemy Act declared that 
funds vested under the act “should be held, used, administered, and liquidated 
in the interest of and for the benefit of the United States.” Similar but less 
sweeping language had been interpreted in United States v. Chemical Founda- 
tion (272 U. S. 1 (1926)), by the Supreme Court after the First World War as 
authorizing the exercise of an extremely broad authority to use vested property 
in the interest of the United States. Accordingly, Judge Bazelon concluded 
that amounts of vested property calculated on the basis of estimates to corre- 
spond with the amounts that either were or would ultimately be available for 
war-claims purposes, could be transferred to the War Claims Fund. In his 
view, this accorded with the direction in section 39 of the Trading With the 
Knemy Act, that ultimate proceeds be made available at the earliest practicable 
date. Judge George T. Washington, who was then Assistant Solicitor General, 
concurred in Judge Bazelon’s opinion. He stated that a considered finding by 
the Director of this Office to the effect that such a transfer would not entail risk 
that the Office would be unable to meet its obligations under the Trading With 
the Enemy Act would provide a proper legal basis for transfer of such amounts 
to the War Claims Fund. On this basis it was determined from the statistical 
estimates available to the Office that at least the amount of $25 million was in 
excess of the amounts which would be required to meet claims under the Trading 
With the Enemy Act. 

The file contains the estimate as of June 30, 1949, which was in preparation 
at the time of the first transfer, to the effect that the total value of vested 
property with appreciation and income was in excess of $427 million, and that 
the total deductions were approximately $86 million, leaving a net balance to 
meet claims and suits of approximately $341 million. Preliminary examination 
of the claims filed with the Office up to that point, and estimates of future 
claims, and ‘the analysis of the section 9 suits filed indicated that a total reserve 
of approximately $175 million would be necessary to meet claims or suits under 
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the act. This reserve covered more than half of the property then held, which 
had been vested as enemy property after due investigation. Therefore, on the 
basis of these estimates it was concluded that an initial transfer of $25 million 
entailed no risk that the Trading With the Enemy Act claims and suits could 
not be amply provided for. 

The transfer of this amount was actually carried out by the Attorney General, 
Tom C. Clark, who, in response to the recommendation of the Director of the 
Office of Alien Property by his memorandum of June 23, 1949, executed voucher 
No. 35-35 for transfer o* the $25 million to the War Claims Fund, and signed 
check No. 542 of June 21, 1949, by which the transfer was made. 

Subsequent to that time, when the War Claims Commission became fully 
operative, it became apparent that the actual awards on claims under the War 
Claims Act would be far more expeditious than had been theretofore contem- 
plated. As the Commission noted in its first preliminary report, the problem 
of determining whether a particular prisoner of war or internee received sub- 
standard treatment at the hands of the enemy government was considerably 
simplified by a series of determinations by the Commission that all of the camps 
maintained by Germany and Japan for American internees or prisoners of war 
were substandard. Accordingly, the Commission's determination on any claim 
was limited to computation of the number of days each American soldier was 
held captive by the enemy, concerning which Army records were available. 

By the first part of 1950, it became increasingly apparent that the rate of 
transfers to the fund would have to be increased, unless the awards were to go 
unpaid. The problem reached the attention of the Congress, and bills were intro 
duced to compel this Office to transfer immediately the total sum of $150 million 
to the War Claims Fund. The Department of Justice, on the recommendation of 
the Office of Alien Property, expressed its objection to this legislation on the 
grounds that while it was contemplated that there would be more than sufficient 
funds for the purpose ultimately, transfer of the amount required at once would 
so deplete the cash balance of the Office of Alien Property that it would be unable 
to make required payments as they became due. 

In conjunction with the hearings before the House Interstate and Foreign 
Commerce Committee on these bills in March 1950, the Office of Alien Property, 
the Bureau of the Budget, and the War Claims Commission worked out a schedule 
of probable requirements of the War Claims Commission over a period of a year, 
and it was concluded that it would be possible to furnish the cash required in 
installments, as needed. This determination that amounts could be available was 
subject to several conditions: First, no transfer need be made except as actually 
required ; second, that the determination of availability of funds was at the sole 
discretion of the Attorney General; and third, that in the event that future legis- 
lation by the Congress returned additional amounts of property, so that the Office 
would have insufficient funds to meet its obligations, the Bureau of the Budget 
and the War Claims Commission would join in requesting the necessary action 
by the Congress for return from the War Claims Fund of any remaining balance 
in that fund required to meet the claims of the Office of Alien Property. 

On this basis, the second transfer of $15 million was made in March 1950 by 
voucher and check signed by J. Howard McGrath, as Attorney General. It 
should be added that preliminary study by the Comptroller of the Office indicated 
that the total of $40 million transferred to that date was close to the amount 
which would be available if the accounts then unclaimable and unclaimed were 
actually closed out. 

Subsequent transfers were made on the basis of estimates that at least the 
amounts which were thereby transferred could be made available without risk 
under the Trading With the Enemy Act. Pach such transfer was made only 
pursuant to a recommendation by the Director of the Office of Alien Property, 
and the transfers were accomplished by the execution of vouchers and checks by 
the Attorney General incumbent at the time. Copies of these documents are 
among the materials forwarded herewith. 

You have further requested that this Office submit an explanation of the 
estimates.used to determine how much of the vested assets could safely be made 
available. It should be noted at the outset that values carried for statistical 
purposes do not correspond in all instances to the value recorded for such 
property on the accounting records of the Office. Thus, the accounting records 
of the Office are largely devoted to accounting for items of property. The 
property accordingly is listed at nominal values, which are adjusted to conform 
to increases or decreases of the value of the property only when there has been 
an actual realization of the cash value of the property on its liquidation. The 
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effect of this is that the property is accounted for, whatever its value, until it 
it converted to cash, after which the cash proceeds become the accountable item. 

However, while accepted accounting practice sanctions the use of nominal 
values, for purposes of reports to Congress it was deemed necessary in the 
early days of the Office of Alien Property Custodian, to maintain a table of 
estimated values of vested interests which are entirely separate from the 
ordinary accounting figures. With minor variations, the basic pattern of the 
table of estimates initiated in the Annual Report of the Office of Alien Property 
Custodian for the fiscal year ending June 30, 1944, has been continued on a 
urrent basis by the Office of Alien Property. This table appears in each Annual 
Kteport of the Office in expanded form as a table of “Changes in net equity 
vested” which appears on page 12 of the latest Annual Report. In the more 
ompact version, with the addition of estimated reserves necessary for claims 
ind suits, it has been used by the Office in connection with the War Claims Fund 
transfers as the basis on which it is determined what amounts could be trans- 
ferable as in excess of requirements. The latter estimate is kept current within 
6 months, and is adjusted from time to time to reflect changes in value, payments 
out, and accretions of property. It is commonly referred to as the balance sheet 
of the Office. 

The latest balance sheet of the Office, showing estimates current as of December 
31, 1952, is as follows: 


( 


Net estimated value of property vested: 


Value of property, date of vesting _..... $390, 500, 000 
Appreciation, since vesting____-_~- ads 105, 000, 000 
Income, since vesting____----_- Sista A 53, 000, 000 





TOG CH Usk Te jae bE RA Challies ae $548, 500, 000 


Paid out: 


Administrative and conservatory expenses._... $37, 582, 000 

Direct expenses not allocated______----~-- bd 2, 500, 000 

Claims paid, property returned_____--_--_---- 44, 000, 000 

Transferred to Treasury under Reverse Lend- 
eee ts i eae dk hides ds 1, 200, 000 

Revaluations, due to liquidating distributions_- 11, 200, 000 

Transferred to War Claims Fund_- ..-..-. 150, 000, 000 
Total dédtictlone oc. Cea BL seed ek 246, 482, 000 
Estimated net balance of property held___--~_-- de bd ici . 302,018, 000 


Less: Estimated net balance, all nationals other than German 


and Japanese.__......... bab i EY i eas Sa 10, 000, 000 


292, 018, 000 
194, 000, 000 


Net balance, German and Japanese property__--.-------~--- 
Reserves for claims and suits_- oe EL a as al 


Ostimated balance of net proceeds, for War Claims Fund_- 98, 018, 000 


As noted, a copy of the balance sheet current at the time each advance transfer 
was made to the War Claims Fund is included in the attached file with the other 
documents relating to such transfer. 

In explanation of the individual entries on the balance sheet, values used are 
real values wherever a realization has been made. Where unliquidated prop- 
erty is involved, the basis of estimation varies with the type of property involved. 
Thus the initial figure for net estimated value of property vested is the cumu- 
lative total of estimated values for all types of property than can be valued. 

In arriving at this total, interests in business enterprises are carried at 
values based upon the books of the enterprise and show the assets which are 
located in the United States and neutral or allied countries, less all corporate 
liabilities. If the Attorney General is the sole owner of the enterprise, the 
entire net amount is included. If he is only a prrtial owner, enly the pro- 
portionate share is included as the value of the vested interest. Bonds, notes, 
and accounts receivable which have been vested are valued at the amounts that 
would be payable to the Attorney General in the event of the liquidation of 
the debtor companies, after consideration is given to the preference rights of 
other creditors. 

No attempt is made to evaluate patents, copyrights, trade-marks, or interests 
in contracts relating to any such property. Royalties which had accrued prior 
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to vesting in the hands of third parties on patent, copyright, or trade-mark 
contracts are, however, included in the basic estimate of net valuation of prop- 
erty. All royalties on such property earned after vesting are included as net 
income from vested property. 

Vested real estate is carried at the appraised market value as of the date of 
vesting until sold, after which the actual realization is used. 

Mortgages on real property are carried at the amount of unpaid principal, 
with interest which had accumulated prior to vesting. Where it appears that 
the mortgage is not fully collectible, the face amount is written down to the 
estimated amount of possible collection. 

Tangible personal property is carried by the Office at its appraised value at 
the date of vesting; when it is liquidated, the realization is substituted for 
the appraised value. Security holdings are carried at the values indicated by 
quotations on stock exchanges or the over-the-counter market as of the date of 
vesting. Where securities are not widely traded and quotations were not avail- 
able, they are carried at the book value shown by the accounts of the company 
concerned. 

Interests in estates and trusts are valued on the basis of the reports required 
from executors and trustees. A rough actuarial formula is used to evaluate 
interests in trusts by establishing that where all life and remainder interests 
are vested, the valuation is 100 percent of the value of the res of the trust. 
Life interests alone, or a vested remainder interest are carried at 40 percent 
of the value of the res of the trust. Contingent remainder interests are carried 
at no value. The total of all these estimates, or realization values where 
possible, is the net estimated value of property vested. As of December 31, 
1952, this amounted to $390,500,000 

A separate entry is carried for appreciation—since vesting. This figure re- 
lates only to business enterprises. It is composed of the difference between the 
book value of the vested interest at the date of vesting and the book value of 
the interest at the subsequent reporting date. Where such an interest is sold, 
the appreciation of the vested interest is the difference between the net value 
of the stock vested, as shown on the corporate books, as of the date of vesting, 
and the actual sales price received for the interest of the Office when sold. As 
an example, the stock of Schering Corp. carried a book value at vesting of ap- 
proximately $1 million. The last report before this interest was sold indicated 
the book value to be $12 million. It was sold for $29 million, an appreciation 
since date of vesting of $28 million for this one company. The net appreciation 
since date of vesting of these business enterprises is $105 million. 

The next entry on the balance sheet shows income on vested property actually 
received by the Office from property prior to liquidation. The figure is net of 
the expenses advanced in connection with the actual operation of the vested 
property during the period it was held by the Office; but no deduction is made 
for the administrative and conservatory expenses incurred in relation to the 
vested interest in the property, or for the other deductions which are actually 
shown below. The income entry is composed of actual cash received, and no 
estimates are included in it. This amount as of December 31, 1952, is $53 
million. 

The total of the preceding three entries comprises the gross total of value 
of vested property which this Office or the Alien Property Custodian actually 
received since March 11, 1942. That total, as of December 31, 1952, is $548,- 
500,000. The next series of entries are deduction items, for amounts paid out 
from March 11, 1942, to December 31, 1952. 

The first deduction entry consists of the administrative and conservatory 
expenses actually paid by the Office from the proceeds of vested property. These 
expenses include those direct costs of administration and conservation of vested 
property, which are allocated to specific vesting accounts, and the amounts used 
for the general administrative expenses of the Office. As of December 31, 1952, 
the total was $37,582,000. 

A separate deduction entry is made for direct expenses not allocated. This 
includes payments to the Bureau of Internal Revenue on taxes relevant to 
accounts containing mixed types of vested property, where the taxes cannot be 
allocated to any specific items included therein. For example, the Office under 
section 36 of the act is required in certain instances to pay taxes on the income 
of the former owner of the property, which, while it may be derived from 
several vested property holdings prior to vesting, is, nevertheless, not allocable 
to any particular property. This entry occurs only after 1950. Unallocated 
direct expense, as of December 31, 1952, was $2,500,000. 
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The next entry for deductions consists of claims paid—property returned. 
This figure consists of payments made or property returned pursuant to any 
title claim allowed by the Office, any judgment of a court in a suit against the 
Office, and includes payments of debt claims made under section 34 of the act. 
All returns of unliquidated property are made at the same values, estimated or 
actual, as are included for that property in the total of property vested. The 
total of claims returns or payments by December 31, 1952, was $44 million. 

From 1948 until 1951 the balance sheet contained a deduction entry for 
transfers to the Philippine Alien Property Administration. This figure was 
the estimated value of vested property transferred by the Alien Property 
Custodian to the Philippine Alien Property Administrator pursuant to Execu- 
tive Order 9789 of October 14, 1946. No such entry is included in the balance 
sheets after June 30, 1951, when the Philippine Alien Property Administration 
was terminated and retransferred to this Office. The proceeds of the Philip- 
pine vested property are transferable to the Philippine Republic, and is there- 
fore to be accounted separate from vested property in the United States to be 
used for war claims purposes. 

Deductions are made for amounts transferred to the Department of the 
Treasury pursuant to reverse lend-lease. This figure represents amounts which 
the Office had collected on royalties from vested patents formerly owned by 
nationals of occupied countries. In the agreements settling wartime obligations 
for equipment supplied allied countries by the United States, it is commonly 
provided that royalties accruing on war production under patents of the na 
tionals of those countries should be withheld by the United States, and that 
the foreign government is obligated to compensate its own nationals in its own 
currency for these royalties. The production in question was for the benefit 
of foreign governments in the war of liberation, and most of the royalty pay- 
ments had been paid indirectly from appropriations by this Government to 
finance the war production concerned. Accordingly, this transfer to the Treas 
ury is a small partial reimbursement to the United States for the costs of lend- 
lease. These payments are first shown on the balance sheet as of June 30, 1951; 
the total of such payments as of December 31, 1952, was $1,200,000. 

The next entry on the balance sheet consists of revaluations due to liquida- 
tions. This is an adjustment figure necessary where this Office received, on 
final liquidation of a vested business enterprise, dividends consisting of some 
unliquidated assets. For the most part, these assets consisted of notes and 
accounts receivable owed by enemy nationals who were beyond the jurisdiction 
of the United States. They had been carried at established values on the books 
of the enterprise. Since these assets are uncollectible, they have been revalued 
to zero for purposes of these estimates, and the total deduction for this revalua- 
tion as of December 31, 1952, was $11,200,000. 

The last entry on each of the balance sheets following June 23, 1949, is thar 
showing amounts transferred to the war claims fund. As of December 31, 
1952, this stood at $150 million. 

The total of items deducted, as of December 31, 1952, amounted to $246,482,000, 
leaving an estimated balance of property still held of $302,018,000. 

Against the estimated balance of property still held, determination of 
amounts transferable requires establishment of reserves for claims and suits 
for return of property and payment of debt claims. Statistical studies of 
claims filed by 1949 indicated that the total reserve required for this purpose 
was $175 million. This figure is many times less than the face amounts of 
claims actually filed. However, the face amount of claims and suits filed is 
completely unrealistic as a guide to the amounts necessary to satisfy them. 
For one thing, the bulk of the claims filed with the Office are debt claims filed 
against insolvent vested accounts. In such case, regardless of the amounts 
claimed, only the assets available in the accounts could ever be paid Sut on 
the claims, under the provisions of section 34 of the act. 

In addition, it was anticipated that many claims would be disallowed, and 
others dismissed for patent ineligibility of claimant, late filing, or because the 
property claimed had never been vested. Moreover, a substantial number of 
claims related to property which was unvalued, or carried at a nominal valua 
tion. On these considerations, it was originally determined that a constant 
reserve of $175 million would prove sufficient to provide for payment of claims 
and suits. Moreover, this reserve was in effect constantly revised upward since, 
even though claims and suits were being disposed of, there has been no corre- 
sponding reduction in the reserve figure. The reserve was also increased in 
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1952 to correspond to increases in the valuation of certain corporate property 
held subject to suit, to $194 million. 

In addition to that reserve, it is also necessary to deduct from the balances 
held, the net estimated value of property which is held on the books of the 
Office as formerly owned by nationals other than German and Japanese, since 
only the latter property is available to the war claims fund. 

The remainder, after reserves for claims and suits, and deduction of values 
of property other than German and Japanese, constitutes the estimated balances 
ultimately available to the war claims fund. 

These estimates have, ever since the first transfer, indicated the existence of 
a substantial protective margin. The effect of this margin has been enhanced 
through the availability of new property acquired through continual vesting. 
The effect of this margin has also been increased by the fact that the valuation 
techniques have ben conservative. At no time has the estimated value of 
property held, after deducting war claims fund transfers, fallen below an amount 
varying between $90 million and $120 million. 


PRELIMINARY CONSIDERATION 
JuLy 3, 1948. 


STATEMENT BY THE PRESIDENT 


I have today approved H. R. 4044, an act to amend the Trading With the 
Enemy Act, as amended; to create a Commission to make an inquiry and report 
with respect to war claims; and to provide for relief for internees in certain 
cases, 

This measure does three things. First, it provides for the payment into the 
United States Treasury of the proceeds of German and Japanese assets seized 
by this Government during the war. Second, it sets up a War Claims Commis- 
sion empowered and directed to make a comprehensive study and evaluation of 
all types of claims arising out of World War II, and directs the Commission 
to report to the President for submission to the Congress by March 31, 1949, its 
findings and recommendations on terms and means of settlement of these claims, 
including appropriate priorities. Finally, it provides for adjudication and 
payment of certain claims of American civilians, former military personnel, 
employees of contractors with the United States, and religious orgunizations in 
the Philippine Islands. 

Because I am in hearty aecord with its basic objectives, I have approved this 
bill. It should be pointed out, however, that the act does not provide funds 
to carry on the activities of the War Claims Commission, which it creates. 
Since no funds were appropriated for the support of the Commission, it will 
be impossible for the Commission to complete its study and report by March 31, 
1949, as the bill requires. Further, the consideration and adjudication of 
specific claims, with which the Commission and the Federal Security Agency 
are charged, will likewise be inevitably delayed by the fact that funds for 
administration cannot be provided until the Congress meets again and that no 
benefits can be paid from the war claims fund until the funds realized from 
seized enemy assets have actually been paid into that fund. Again, the bill 
directs the Federal Security Agency to make certain other types of benefit 
payments arising out of the war, but fails to provide additional funds either 
for the payment of the claims themselves or for the administrative expenses 
of the Federal Security Agency in passing on them. 

I hope that the Congress at the earliest opportunity will act to make sufficient 
funds available to carry out the purposes of this act. 


OFFICE MEMORANDUM 
To: George T. Washington. JULY 28, 1948 
From: David L. Bazelon. 
Subject : Public Law 896, 146-39-01-3. 
I should like your opinion on a matter that has arisen in connection with the 
administration of Public Law 896, approved July 3, 1948, a copy of which is 


attached. 
That act establishes a War Claims Commission to consist of three commission- 
ers at $12,000 a year and other employees to be appointed by the Commission 
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sec. 2). The Commission is directed to “receive, adjudicate ... and provide 
for the payment of” claims of civilian American citizens who were captured by 
the Japanese or who went into hiding to avoid capture or internment (sec. 5 
a)), claims of prisoners of war based on violation by an enemy government of 
ts duty to furnish the quantity or quality of food to which such prisoners were 
entitled under the terms of the Geneva Convention of July 27, 1929 (sec. 6), 
ind certain claims of religious organizations functioning in the Philippine 
Islands (see. 7). All such claims allowed by the Commission are to be “certified 
to the Secretary of the Treasury for payment out of the war claims fund estab- 
ished by section 13 of this act” (sec. 5 (e) 6 (b), 7). The Federal Security 
\dministrator is authorized to receive, adjudicate and provide for the payment 
f claims by employees of the United States or of contractors with the United 
States to certain additional benefits beyond those provided by the act of Decem- 
her 2, 1941, 42 United States Code 1701 et seq. (sec. 4 (a)). Certain limitations 
ipon the amount of benefits payable by the Federal Security Administrator 
inder that act are modified (sec. 4 (c)) and the coverage of the act is extended 
to American citizens held by or in hiding from the Japanese Government to the 
same extent as if they were employees within that act (sec. 5 (f)). The Secre 
tary of State is authorized to cancel certain obligations to the United States 
ind the Federal Security Administrator is authorized to provide for the repay- 
nent of amounts already paid in settlement of such obligations (sec, 4 (b)). 
{mounts awarded by the Federal Security Administrator under these pro- 

isions are to be “certified to the Secretary of the Treasury for payment out of 
the war claims fund established by section 18 of this act” (sees. 4 (a), 4 (b) 

2)). The Commission is directed to inquire into and report to the President for 
reference to Congress on or before March 31, 1949, with respect to war claims 
irising out of World War II other than the claims specified above (sec. 8). 

Section 12 of the act adds a new section 39 to the Trading With The BHnemy 
Act of October 6, 1917, 40 Statutes 411, 50 United States Code Appendix, Sections 

38. That new section provides that no property or interest of Germany or 
Japan or a national of either country vested after December 17, 1941, shall be 
eturned to the former owner and no compensation shall be paid in respect of 
such property. It further provides that: 

“The net proceeds remaining upon the completion of administration, liquida 

on, and disposition pursuant to the provisions of this Act of any such property 

r interest therein shall be covered into the Treasury at the carliest practicabl 
late.’ [Emphasis added.] 

Section 13 of Public Law 896 establishes a war claims fund on the books of 
the Treasury to consist of all sums covered into the Treasury pursuant to se« 
tion 389 of the Trading With the Enemy Act. 

It provides that the Federal Security Administrator shall estimate and cer 
tify to the Secretary of the Treasury the total amounts required to pay all bene 
fits or additional benefits payable as the result of the enactment of sections 5 

f) and 4 (¢) of the act, and the Secretary of the Treasury is directed to trans 
er from the war claims fund to the general funds of the Treasury a sum equal 
to the amounts so certified (sec. 13 (b) and (c)). The Secretary of State is 

milarly directed to certify the amount of the obligations canceled by him pur 
uant to section 4 (b) (1) and the Secretary of the Treasury is directed to 
transfer from the war claims fund to the general funds of the Treasury an 
‘mount equal to the amount so certified (see. 13 (d)). There are authorized to 
appropriated, out of money in the war claims funds, such sums as may be 
necessary to enable the War Claims Commission to carry out its functions (sec 
13 (e)). 

Seetion 39 of the Trading With the Enemy Act does not in terms require the 
transfer of any money by this Office to the Treasury at the present time or in 
the near future. It directs this Office to cover into the Treasury “the net pro- 
ceeds remaining upon the completion of administration, liquidation, and dis- 
position pursuant to the provisions of this act” of German and Japanese property 
vested since December 17, 1941.* At present all funds in the hands of this 
Office resulting from property vested since December 17, 1941, are held subject 
to certain claims which Congress has authorized. Section 9 (a) of the Trading 


Property vested during World War T and still held by this Office is required by Public 
Law 875, 80th Cong., 1st sess., approved August 6, 1947, to be deposited in the German 
Special Deposit Account created by sec. 4 of the Settlement of War Claims Act of 1928, 


except such amounts as may be payable to certain non-German claimants 
41389—54—pt. 1 3 
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With the Enemy Act authorizes any person not an enemy or ally of enemy 
claiming to be the owner of vested property or an interest therein to file an 
administrative claim and to bring suit to recover the interest to which he is 
entitled. Upon the filing of any suit the property is to be retained until final 
determination of the suit. Section 32 authorizes certain additional classes of 
persons to file administrative claims for return of vested property. Congress 
has recently extended the time for filing such claims until April 30, 1949, or 
2 years after the date of vesting of the property, whichever is later (Public 
Law 874, approved July 1, 1948). Section 34 of the Trading With the Enemy 
Act provides that vested property “shall be equitably applied” to the payment 
of certain classes of debts owed by the former owner of the property. Section 
34 (b) authorizes the Custodian to fix bar dates for the filing of debt claims. 
As yet bar dates have expired on only a few hundred items of vested property ; 
the date of August 8, 1948, has been set as the bar date for claims in respect of 
all debtors any of whose property was vested prior to January 1, 1947. In view 
of the very large number of debt claims (over 34,000 have already been filed) 
it will be some months after August 8, 1948, before the amount of property not 
subject to debt claim can be reliably stated. 

I think it clear that Public Law 896 does not supersede the operation of these 
provisions of the Trading With the Enemy Act. The transfer called for by 
section 39 of the Trading With the Enemy Act as added by section 12 of Public 
Law 896 is to take place only upon the “completion” of administration, liquida- 
tion and disposition “pursuant to the provisions of this act.” Moreover, there 
is an express provision that section 32 is unaffected and nothing in the legis- 
lative history of Public Law 896 suggests an intention to modify or supersede 
section 9. That section 34 is also not intended to be affected is indicated by 
the fact that a provision, inserted by the House committee, which would have 
suspended the payment of debt claims under section 34 until after the submission 
to Congress of the report of the War Claims Commission was deleted from the 
bill as passed. Accordingly, I believe that this Office could validly take the 
position not only that it was not obligated to cover any funds into the Treasury, 
as least until after April 30, 1949 (by which time most title claims must be filed 
and a great number of debt claims will have been barred), but that for it to 
make any transfer prior to that date would be a violation of its obligations to 
debt and title claimants. 

On the other hand, the act evidently contemplates that the War Claims Com- 
mission shall be organized and commence functioning forthwith and that the 
specified categories of claims shall be adjudicated and awards paid as soon as 
possible. The House committee spoke of the provisions for relief to civilian 
internees as providing “emergency relief” (H. Rept. 976, 80th Cong., 1st sess., 
p. 5). The Senate committee spoke of sections 4-6 as giving “immediate relief” 
(S. Rept. 1742, 80th Cong., 2d sess., p. 7). And it is apparent from a reading 
of the committee reports and the dehates in Congress that there is very strong 
congressional sentiment that payment of such claims has already been unduly 
delayed. Since the only funds made available to meet the administrative 
expenses of the Commission and to pay awards of the Commission and the Federal 
Security Administrator are the funds to be covered into the Treasury by this 
Office, it would be highly desirable to cover into the Treasury immediately an 
amount sufficient to meet the estimated cost of the act for the present fiscal 
year, without awaiting the expiration of the time permited for filing claims. 
As a practical matter it seems to me that this Office can make such a present 
transfer to the Treasury without incurring any risk of having to default on its 
obligations to debt and title claimants. 

It is estimated that this Office now holds, or will vest, property valued at 
approximately $390 million. Of this amount it is anticipated that $200 million 
is or will be subject to title and debt claims of undetermined validity. While 
it is believed that considerably less than this amount will be paid out either 
through administrative allowances or judicial proceedings, we do not feel that 
it would be prudent to hold less than the full amount in reserve. Since it 
appears probable that future income from vested property and retentions of cash 
for administrative expenses * will more than offset future expenses of the Office, 
it may be estimated that at the very minimum $190 million will eventually be 
available for transfer to the Treasury pursuant to section 39. Much of this 





2Secs. 32 (g¢) and 34 (d), of the Trading With the Enemy Act authorize retention of 
amounts sufficient to pay certain administrative expenses prior to return under sec. 32 
or payment of debt claims under sec. 34. 
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property is not at present in liquid form. At the present time, however, we hold 
over $140 million in cash. Of this sum, an estimated $70 million is presently 
subject to debt or title claims of undetermined validity, but even with ample 
provision for possible additional claims, it appears safe to estimate that at 
least $50 million of this $140 million will be available for transfer pursuant to 
section 89. Moreover, we may anticipate substantial additional net cash receipts 
during the coming year from the vesting of bank accounts and other cash items, 
from the receipt of income on vested property, and from the liquidation of 
vested property. 

Representatives of the Bureau of the Budget have informed this Office that 
by Wednesday, July 28, they will have reliable estimates of the amounts needed 
for the administration of Public Law 896 for the present fiscal year, as well as 
some rough estimates of the total amount which may be needed to pay the 
claims enumerated in sections 4-7 of the act. They have informally indicated 
that the amount needed for the present fiscal year may be in the neighborhood 
of $15 million to $20 million. In view of the figures stated in the preceding para- 
graph as to the present cash position of this Office, I believe that a present 
transfer of $15 million to $20 million would entail no risk that this Office would 
be unable to meet its obligations under the Trading With the Enemy Act. I ac- 
cordingly propose that this Office should forthwith cover into the Treasury such 
amount as may be needed to meet the estimated cost for the present fiscal year 
of administering Public Law 896. I should like your opinion as to the legality 
of such action, 

The matter is of considerable urgency. The Bureau of the Budget has asked 
us for a decision as soon as possible after Wednesday, July 28. In addition, 
this Office has been requested by a member of the staff of the House Committee 
on Interstate and Foreign Commerce to report to that committee as soon as pos- 
sible the amounts to be transferred at the present time. It appears probable 
that if you should conclude that we do not have authority to transfer at this 
time sufficient funds to provide for operations under the act for the present 
fiscal year, the Congress will wish to take further action at this special session 
to obtain funds for the purposes of the act. 

Any additional information on this matter which you may desire may be ob- 
tained from Mr. James L. Morrisson of my staff. 


OFFICE MEMORANDUM 
JULY 28, 1948. 
To: David L. Bazelon, Director, Office of Alien Property 
From: George T. Washington, Assistant Solicitor General 
Subject: 146-39-01-3 

This is in reply to your memorandum of July 28, 1948, in which you asked 
for my opinion with reference to the proposed transfer of certain funds now 
held by your Office to the War Claims Fund in the Treasury, provided for by 
Public Law 896, 80th Congress, approved July 3, 1948. 

In your memorandum you state that a present transfer of from $15 million to 
$20 million would entail no risk, that your Office would be unable to meet its 
obligations under the Trading With the Enemy Act. A considered finding by 
you to this effect would, in my view, provide a proper legal basis for transfer 
of the indicated amount to the War Claims Fund, pursuant to the provisions of 
sections 12 and 13 of Public Law 896. 

Whether funds so transferred will be available for expenditure for the pur- 
poses of Public Law 896 without appropriation therefor by the Congress is a 
separate question, however, as to which I express no opinion at this time. 

G. W. 
JuLy 29, 1948. 
Memorandum to: Carl Schwarts, Assistant Chief Estimates Division, Bureau of 
the Budget. 
From: David L. Baselon, Assistant Attorney General, Director, Office of Alien 
Property. 
Re: Public Law S96. 

You have inquired as to the amount which the Office is prepared to cover into 

the Treasury at the present time pursuant to the provisions of section 39 of the 


Trading With the Enemy Act of October 6, 1917, as added by section 12 of Public 
Law 896, approved June 8, 1948. 
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As you are aware, the time for filing certain claims authorized by the Trading 
With the Enemy Act which, if allowed, would be satisfied ont. of vested property 
held by this Office has not yet expired. On the basis, however, of the amount of 
property presently free of claim and our best estimates as to the amount of 
additional claims which may be anticipated and other relevant considerations, 
we have concluded that it would be proper at the present time to cover the sum 
of $25 million into the Treasury pursuant to section 39 of the Trading With the 
Enemy Act. This memorandum will assure you that the transfer of that sum 
will be forthcoming. We are, of course, not concerned with any question relating 
to the availability of the transferred funds for any particular use once the 
transfer has been effected. 

{Penciled note.] 


George Washington cleared by phone, 7-29-48. 
J. .J;;R. 


Balance sheet of of the Office of Alien Property as of June 80, 1948 


Net estimated value of property vested : 


Value of property—date of vesting_._.._.._.._.. $304, 857, 000 

Appreciation—since vesting___..._-..—- a eae 50, 187, 000 

Income—since , vesting. .....-_..-....---~..-.-.- 30, 745, 000 
SI IID scr canaicatenroresisei cs Geatlictacnstcanaaas eae acs asics chaste a> candi cspasriee 

Paid out: 

Administrative and conservatory expenses.___._ $19, 005, 000 

Claims, paid—property returned____.--______. 9, 098, 000 

Transfer to Philippine Alien Property Admr_-_-_ 9, 058, 000 

Revaluations—due to liquidating distributions_ 8, 907, 000 
RE « CHUM incertae cet ties canine maidincerhdiaborans=-eit eteaieet 46, 118, 000 
Estimated net balance of property held_._-- oid icanteratiiiagieceata 339, 671, 000 

Less estimated net balance, all nationals other than German and 
I. cutmncueniveniiveniiaiamsieiamdnlederdnctnnainmeber= oe 27, 335, 000 
Net balance, German and Japanese property_____--_- samme Dike, G00, VOU 
I i Cee ie Giri ccetetntie ss eet ne wees 175, 000, 000 
Estimated balance of net proceeds—for war claims fund__- 137, 336, 000 





TRANSFER, JUNE 21, 1949 
JUNE 23, 1949. 
To: The Attorney General. 
From: David L. Bazelon, Director, Office of Alien Property. 
Subject: Transfer of vested funds into the war claims fund. 

I attach for your signature a check in the amount,of $25 million, drawn in 
favor of the Treasurer of the United States. This check is the first of the 
proceeds of vested property to be covered into the Treasury, there to be available 
for payments to persons who suffered personal injury at the hands of Japan 
during the oceupation of the Philippines. 

This utilization of the proceeds of vested enemy |property is directed by. sec- 
tion 39 of the Trading With the Enemy Act, as amended by the War Claims 
Aet of 1948, That section declares it to be the policy of the United States not 
to return the German and Japanese enemy assets seized during the war, and 
directs instead that proceeds of that property, after administration, liquidation, 
and allowance of claims by nonenemies, should be covered into the Treasury 
of the United States. In the Treasury, these moneys are to be held as a war 
claims fund. 

The War Claims Act provides for adjudication by the War Claims Commission 
and the, Federal, Security Administrator, and, for payment! from this. war 
claims fund of claims by American nationals for injuries suffered during deten- 
tion by the Japanese during the war. Some of the claims to dbe,payable from 
this fund are those of American survivors of the infamous, prison camps ;estab- 
lished by. the Japanese during their, occupation of the Philippines. The act 
provides for adjudication and payment.of the claims of, American civilians for 
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personal injuries sustained during the period of detention. It also provides 
for adjudication and payment of claims of former military personnel for 
injuries received in violation of international law while prisoners of the Jap- 
anese. The act also covers other claims by civilian employees of contractors 
working on defense installations on Wake, Guam, or in the Philippines, and there 
captured by the Japanese in 1941. 

Transfer at this time of this sum of $25 million is in the nature of an advance 
from vested assets generally, since the clearance of the thousands of individual 
vesting accounts contemplated by section 39 would not at this stage produce for 
immediate availability an amount sufficient for these purposes. Moreover, a bill 
extending the time for filing claims for return of vested property is-pending in 
Congress and has passed the Senate. While this measure has been adversely 
reported by this Department, so long as it may pass, this Office cannot conclude 
that no further claims may be filed even with respect to funds not now subject 
to claim. However, preliminary examination discloses that this amount would 
shortly be available after the bookkeeping involved in closing the accounts on an 
individual basis, and in all probability cannot be claimed. In order to avoid 
any delay, advance of this amount may be made from general funds, There is 
ample legal authority for this advance. 

Moreover, you will recall that, on approving the War Claims Act on July 5, 
1948, President Truman pointed out that, despite his hearty approval of its basic 
objectives, the act could not be effectuated because of the failure of the 80th 
Congress to provide the necessary funds. The Special Session of that Congress 
did not provide the necessary authorization. The provisions in the present 
session of the Congress for this purpose, part of the First Deficiency Appropria- 
tion Act, 1949, were finally approved on May 24, 1949. 

Because of previous delays in implementing the War Claims Act, and the 
President’s expression of accord with its basic objectives, I believe you will wish 
to expedite the program notwithstanding technical difficulties. 

I also attach for your signature, if you approve this procedure, a letter to 
the Secretary of the Treasury for transmission of the check. 

Attachments, 


JUNE 23, 1949. 
Hon. JoHN W. SNYDER, 
Secretary of the Treasury, Washington, D. C. 

Dear JoHN: The War Claims Act of 1948 (62 Stat. 1240), adding section 39 
to the Trading With the Enemy Act, directs that the proceeds of administration 
and liquidation of vested German and Japanese property be covered into the 
Treasury. I enclose a check drawn in the amount of $25 million in favor of the 
Treasurer of the United States, which represents a preliminary transfer in com- 
pliance with this direction, for appropriate disposition by your Department 
pursuant to the provisions of that act. 

Sincerely, 








’ 
Attorney General, 
Enclosure, 


[Typed on bottom of letter] 


Received on behalf of Secretary of Treasury, Department of Justice, Office of 
Alien Property, check No. 542, dated June 21, 1949, drawn by Tom C. Clark, 
Attorney General, on the Treasurer of the United States, in the face amount of 
25 million. 
(By Rdg.) J. A. Woopson, 
Chief, Division of B & W. 
JUNE 24, 1949, 
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TREASURY DEPARTMENT, 
Washington 25 (date illegible). 
Hon. Tom C. CLARK, 
Attorney General of the United States, 
Washington, D.C. 

Dear Tom: Receipt is acknowledged of your letter dated June 23, 1949, trans- 
mitting check No. 542 made payable to the Treasurer of the United States in the 
amount of $25 million for disposition pursuant to the provisions of the War 
Claims Act of 1948 (62 Stat. 1240). 

You are advised that the above-mentioned check was deposited into the Treas- 
ury on June 27, 1949, for credit of the proceeds to trust fund receipt account 
“948856 Deposits, War Claims Fund.” 

Very truly yours, 
JoHN W. SNYDER, 
Secretary of the Treasury. 


Balance Sheet of the Office of Alien Property as of June 30, 1949 


Net estimated value of property vested : 





Value of property—date of vesting._._._-__-_~- $327, 680, 000 
Appreciation—since vesting._...._.___-__-_--- 62, 792, 000 
TOC H FO a i cee bag 36, 995, 000 
SN UPON.  ctither aeiteninena ania nieitensiat tapes airs $427, 467, 000 
Paid out: 
Administrative and conservatory expenses____- $28, 247, 000 
Claims paid—property returned______--__--_-~__ 18, 646, 000 
Transferred to Philippine Alien Property Ad- 
ministration__.__.-_ Ranta eoiniitieededt . ssebdainlae — 9, 058, 000 
Revaluations—due to liquidating distributions... 10, 153, 000 
Transferred to War Claims Fund___..___-_____ 25, 000, 000 
OCR, Ge oon cictoens anes ~<<~~ ce ee nee 86, 104, 000 
Estimated net balance of property held__----_.---__---_ 341, 363, 000 
Less: Estimated net balance, all nationals other than 
Geran ie: i eidtetcnkc sap itinn ati Cotiniinw~nepitieiiinn 22, 999, 000 
Net balance—German and Japanese property__---------- 318, 364, 000 
Haserwen. Gal wim lien Gn Wii icccke i cities int odine 175, 000, 000 


Estimated balance of net proceeds—for War Claims Fund_. 1438, 364, 000 


CONSIDERATION BY BUDGET FEBRUARY-MARCH 1950 


War CLAIMS COMMISSION, 
Washington, October 19, 1949. 
Hop. Davip L. BAZzELON 
Assistant Attorney General, Director, Office of Alien Property 
Department of Justice, Washington 25, D. C. 


Dear Mr. Bazeton: The War Claims Act of 1948 (Public Law 896, 80th 
Cong.), approved July 3, 1948, as amended, vests in the War Claims Commission 
the responsibility for disbursing a certain fund created on the books of the 
Treasury of the United States, known as the War Claims Fund. This fund is 
derived from the operation of section 39 of the Trading With the Enemy Act of 
October 6, 1917, as amended. 

It would greatly assist the Commission in carrying out its duties pursuant to 
tthe War Claims Act of 1948, as amended, and particularly under section 8 of 
that act, if your Office would make available to us an estimate of the funds, 
presently or soon to become available, that will be covered into the Treasury of 
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the United States by operation of section 39 of the Trading With the Enemy 
Act of October 6, 1917, as amended. If possible, it would be appreciated if the 
estimate include the information as to the status of potential and actual funds 
terms of the state of liquidation and the time of availability. 
Sincerely yours, 
Danie~ F. CLeaky, 
Chairman, for the Commissioners. 


Hon. DANIEL F. CLEARY, 
Chairman, War Claims Commission, 
Washington 25, D. C. 

DeaR Mr. Cieary: This is in reply to your letter of October 19, 1949, to Mr. 
David L. Bazelon, requesting an estimate of the funds presently or soon to be 
me available which will be covered into the Treasury of the United States 

der section 39 of the Trading With the Enemy Act, as amended. 

The net value of the Attorney General’s interest in all vested property as of 
October 1, 1949, is approximately $336 million. It is estimated that debt and 
title claims in the amount of $50 million may be allowed out of this amount. 
In addition, approximately $125 million of this property is subject to suits for 
eturn under section 9 (a) of the Trading With the Enemy Act, as amended. 
After deducting debt and title claims and property subject to section 9 (a) 
lits, a balance of $161 million remains which may ultimately be available for 

ansfer for the payment of claims in accordance with the War Claims Act of 
1948, 

However, while it is presently estimated that this amount will eventually be 
made available, the amounts actually available for transfer at present or in 
he near future cannot be determined until it is possible to process the individual 
vesting accounts in which the former German and Japanese property is held 
n order to ascertain which items of property are no longer subject to claim or 
suit. This processing cannot be undertaken until the time has expired for filing 
new claims or suits with respect to the property. The time fixed by statute 
(50 U. S. C. App. see. 33) for filing claims and suits has expired with respect 
only to a portion of the property held, and 2 bills are pending in the Congress 
(S. 608 and S. 729), either of which would extend the filing period even in those 
cases. Since both bills passed the Senate in the last session and were pending 
before the House Committee on Interstate and Foreign Commerce, this Office 
withheld processing the accounts involved because of the difficult problem raised 
f the filing period should be extended after a portion of these accounts had 
already been cleared. 

The recent payment of $25 million was made in advance of this processing on 
the basis of estimates that this amount was the maximum safe amount which 
could presently be advanced against those accounts which, on the basis of 
present information, probably will not be claimed. While this Office will proceed 
to clear out unclaimable accounts as rapidly as possible when it is feasible 
to do so, in view of the uncertainty as to the limitation date on claims and 
suits, it is not possible at the present time to estimate what funds will be avail- 
ible in the near future. 

| regret that it is impossible to give you more definite information at this 
time 

Sincerely yours, 
HArotD I. BAYNTON, 
icting Director, Office of Alien Property, 
Department of Justice. 


FEBRUARY 10, 1950. 
Hon. ROBERT CROSSER, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: This is in response to your request for the views of 
the Department of Justice with respect to H. R. 7001 and H. R. 7030, bills to 
amend the War Claims Act of 1948, as amended. 

These bills, which are identical, propose the amendment of the War Claims 
Act of 1948 (62 Stat. 1240) to add a provision directing the Alien Property 
Custodian to pay $150 million to the war claims fund within 30 days after enact- 
ment of the legislation. 
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This Department is sympathetic to the immediate need for funds for the pay- 
ment of the awards of the War Claims Commission and the Federal Security 
Agency under the War Claims Act. Nevertheless, objection must be expressed 
to the method of providing such funds proposed by H. R. 7001 and H. R. 7030. 

$y section 39 of the Trading With the Enemy Act (50 U. S. C. App., sec. 39), 
added by the War Claims Act of 1948, the Alien Property Custodian was author- 
ized and directed to cover into the Treasury, at the earliest practicable date, the 
ultimate proceeds of German and Japanese vested property remaining after 
completion of the administration and liquidation of such property required under 
the Trading With the Enemy Act. Section 13 of the War Claims Act of 1948 
provides that funds so covered into the Treasury constitute the war claims fund, 
from which awards under that act are payable. 

At the time that H. R. 4044, 80th Congress, which became the War Claims Act 
of 1948, was before this committee, the Department of Justice recommended the 
adoption of the principle that enemy property should be used to compensate the 
war losses of the United States and its nationals. However, it was pointed out 
that the administrative action necessary to realize upon vested property, in par- 
ticular to segregate enemy from nonenemy vested property, would render such 
funds unavailable for any payment of large amounts in the near future. The 
Department strongly urged, for this reason, that any provision for immediate 
payments should be made by direct appropriation, against later reimbursement 
from the ultimate proceeds of vested property. In support of this view, atten- 
tion was directed to the fact that the ultimate proceeds of vested property 
were no less funds of the United States than the tax-derived funds used for 
any such appropriation, and that these proceeds could not be disposed of other 
than in accordance with the will of the Congress directly expressed by law. 

It is now clear that the amounts to be required within the next fiscal year 
for awards of the War Claims Commission far exceed the amounts which can 
be made available from enemy assets within that time without seriously dis- 
rupting the entire administration of vested property, and, in particular, the 
consideration and allowance of proper claims to return of property. The alter- 
native proposed by H. R. 7001 and H. R. 7030 would place the Office of Alien 
Property in the position of being required under the Trading With the Enemy Act 
to hear claims which, if allowed, it would be unable to pay. Many claimants 
would immediately pursue by litigation claims for just compensation under the 
Constitution; others would undoubtedly flood the Congress with requests for 
private bills. The net cost to the United States of processing the thousands of 
claims by persons claiming to be nonenemy would be considerably greater than 
present procedures, and the net realization to the United States from vested 
enemy property would be much less. 

It is, therefore, again urged that provision be made for specific appropriations 
to meet the immediate need for payment. The ultimate realization of proceeds 
from vested property will be available to reimburse the cost of such appropria- 
tions. It is suggested that this approach might properly be embodied in amend- 
ment of the War Claims Act to provide that the Secretary of the Treasury be 
authorized to transfer from funds in the Treasury not otherwise appropriated, 
such amount as may be necessary to meet war claims payments, to be sup- 
ported, if necessary, by a specific appropriation request. 

For the reasons stated, this Department urges against adoption of H. R. 7001 
and H. R. 7030 in their present form. Because of the urgency of your request, 
this letter has not been cleared by the Bureau of the Budget, although a copy 
has been sent to that agency for its consideration. 

Sincerely yours, 
PETER CAMPBELL BROWN, 
Acting the Assistant to the Attorney General. 


FEBRUARY 17, 1950. 
Hon. FRANK PAce, Jr., 
Director, Bureau of the Budget, 
Washington, D. C. 


My Dear Mr. Pace: This Department has had under urgent consideration since 
the passage of the War Claims Act of 1948 (62 Stat. 1240), the problem of the 
funds required for the claims allowable by the War Claims Commission under the 
present authority of that act. This problem has recently become acute in con- 
nection with the submission of the budget of the War Claims Commission for the 
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fiscal year 1951. More particularly, the issue has most recently been raised in 
relation to H. R, 7001 and H. R. 7030, identical bills to amend the War Claims Act 
of 1948, introduced January 26, 1950, one by Representative Fernandez of New 
Mexico and the other by Representative Miles of New Mexico, 

As you may know, section 39 of the Trading With the Enemy Act (50 U. 8. C. 
App. sec. 39), added by the War Claims Act of 1948, directs that the ultimate 
proceeds of German and Japanese vested property remaining after administra- 
tion, liquidation, and disposition of claims thereto should be covered into the 
Treasury. Under section 13 of the War Claims Act the funds covered in under 
this procedure are constituted as the War Claims Fund, from which awards of 
the Commission under that act are made payable. 

At the time the War Claims Act was before the Congress, this Department 
recommended adoption of the principle that enemy property be used to compen- 
sate war losses of the United States and its nationals, but pointed out that the 
administrative action necessary to realize upon vested property, particularly the 
processing of claims, would render such funds unsuitable as a source of any imme- 
diate pament of war claims. This Department strongly urged, for that reason, 
that provision for immediate payments of war claims should be accompanied by 
direct appropriation, against later reimbursement from the ultimate proceeds of 
vested property. The Bureau of the Budget at that time reported in favor of the 
position of this Department that the appropriation of funds for immediate pay 
ment was more consonant with proper fiscal practice than resort to the unrealized 
enemy property proceeds. The bill, however, as reported by the Senate Commit 
tee on the Judiciary, carried the provision now in the act, making awards pay- 
able directly from enemy property proceeds through the mechanics of the War 
Claims Fund. The President, in the press release of July 3, 1948, which accom- 
panied the approval of the measure, called attention to the failure of the SO0th 
Congress to provide by appropriation funds for the immediate payment of the 
claims allowable under the act, and urged that immediate steps be taken to 
provide such appropriation. 

The War Claims Commission has now worked out in budget form its pro- 
ected activity through the next fiscal year. It is apparent from the total figures 
submitted by that agency that the amount required from the war claims fund 

thin that period will exceed that normally available under the procedures 
prescribed by section 39 from the ultimate proceeds of vested property held 
by the Attorney General. 

The two bills above referred to propose an alternative that in our view is 
undesirable. They provide that, within 30 days after enactment, the sum of 
$150 million must be covered in for the war claims fund. No provision is made 
for reimbursement of any amounts which are the subject of allowed claims by 
the Office of Alien Property under its statutory authority, and, of course, the 
immediacy of the action to be required would prevent any prior disposition of 
such claims. Upon urgent request of the House Committee on Interstate and 
Foreign Commerce, this Department submitted a report recommending against 
enactment, explaining, however, that because of the urgency of the request it 
was not possible to clear with the Bureau of the Budget. A copy of the report 
submitted has already been furnished to your agency. 

This Department would urge most strongly against assent by you to this legis- 
lation, since it would most certainly serve as undesirable precedent for future 
and more drastic action by the Congress in the event the amount payable by the 
War Claims Commission is increased by any one of the number of bills amending 
the War Claims Act now pending in the Congress. Moreover, in our view, there 
are better alternatives. 

In the first place, direct appropriations could be sought for the purpose of 
paying war claims. This is undoubtedly the most direct and practical way of 
meeting the issue. However, your staff has indicated that under budgetary 
practice this would be reflected as an increase of the present deficit, and that 
it does not regard this as a desirable solution at this time. 

According to the figures informally furnished by your agency, the payments 
scheduled by the War Claims Commission and the Federal Security Agency to 
the end of the calendar year 1950 amounts to $75 million. This Department has 
already covered in $25 million to the fund, under section 39 of the Trading With 
the Enemy Act, leaving the estimated amount of $50 million which may be re- 
quired by December 31, 1950. An additional amount of $15 million is presently 
available for transfer to the fund under section 39 procedures. It is anticipated 
that during the remainder of the year a further estimated amount of $25 million 
may be made available for transfer under this authority. This would leave a 
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certain deficiency of $10 million, and a possible deficiency of $35 million if this 
latter estimate proves incorrect. If these deficiencies are to be met from enemy 
property funds, reference to authority other than section 39 is therefore neces- 
sary. I am advised by the Office of Alien Property that some provision to meet 
the emergency may be made under existing authority without the requirement 
of additional legislation at this time. 

Under section 5 (b) of the Trading With the Enemy Act, the President or his 
delegate is authorized to vest enemy property, and it is provided that such 
property, when vested, shall be “held, used, administered, liquidated, sold, or 
otherwise dealt with, in the interest of and for the benefit of the United States.” 

Moreover, amendment of this section by the First War Powers Act, 1941 (55 
Stat. 839), was intended to permit exercise of more flexible powers in the same 
pattern as were available to the President and the Alien Property Custodian 
during World War I. The Presidential authority to determine the national 
interest of the United States in use of vested property, even under the narrower 
World War I statute, was held to be extremely broad. (See United States v. 
Chemical Foundation,) 272 U. 8. 1 (1925).) 

Pursuant to this authority, it would be possible to use vested property under 
section 5 (b) to supply deficiencies in the amounts available under section 39 
as an emergency measure by advancing amounts sufficient to carry through 
calendar 1950. It is contempiated that any such advances would not be in the 
form of a lump sum total, but in smaller amounts as required by the rate of 
expenditure from the fund. As suggested by your staff, the matter should 
come up for reexamination in September in connection with budget submissions. 
At that time the actual rate of payments by the War Claims Commission will 
be more definitely established, and the amounts to be required through fiscal 
1951 will be known. Moreover, it can then be decided whether deficiencies 
through that period could best be remedied by deficiency appropriation, by fur- 
ther advances, or by a modified form of the legislation presently under considera- 
tion. Any delays incident to procuring such legislation or appropriation, if then 
decided upon, could be remedied, if required, by further emergency advances 
by this Department to carry the projected war claims program through 
Mareh 1, 1951. 

However, there are important considerations bearing on this use. For one 
thing, the mass of vested property should not be disposed of in a manner frustrat- 
ing valid claims, Moreover, while under existing delegations, this Department 
exercises the full authority of the President under section 5 (b) of the Trading 
With the Hnemy Act, those delegations were not made in contemplation of the 
broad use here proposed. It is thought that this departure should be made only 
pursuant to prior approval by the President as to the general policy. This De- 
partment, of course, would have to bear final responsibility for determining the 
amount which can safely be advanced at any time, and the date on which such 
transfers can be made. 

Again, any estimates of the amount of vested funds which may be made avail- 
able for use must be predicated upon the terms of present law. If this course 
is pursued, we should expect your support in opposing changes in present law 
germane to this matter which would have substantially adverse effect on the 
position of this Department as to advances made on the basis of such estimates. 

Moreover, some consideration must be given to the possibility of future ap- 
propriations in the event the projected course should involve this Department 
in overspending. Since any advances made would be based upon estimates, it is 
not impossible that, despite great care, this Department might find that it had 
transferred more than it properly should. In this event, it must be clearly 
understood that this Department would expect the active support of the Biireau 
of the Budget in securing remedial appropriations. 

In this connection it must be pointed out that the time of availability of the 
ultimate proceeds of enemy property is, in the final analysis, dependent upon the 
disposition of claims and suits for vested property. The Office of Alien Property 
is attempting to speed up this task, which has been in the past hampered by 
lack of available personnel for the purpose. I think it not improper to suggest 
that consideration of means for expediting such processing will have an impor- 
tant long-range bearing on the availability of money for the war claims fund. 

I should like to have officers of the Department discuss this proposal with the 
chairman of the appropriate committees of the House and Senate. I should 
appreciate your views at the earliest possible time. 

Yours sincerely, 
PryTon Forp, 
Assistant to the Attorney General. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. O0., March 1, 1950. 
The honorable the ATTORNEY GENERAL. 

My Dear Mr. ArroRNEY GENERAL: This will acknowledge Mr. Ford’s letter to 
Mr. Pace of February 17, in which you propose a plan and schedule for making 
payments from Offic: of Alien Property accounts into the war claims fund. 

It is our understanding that this plan assures that requirements for payments 
from the Fund will be covered until March 1, 1951, assuming that present legis- 
lation on war claims is not substantially changed at this session of Congress 
The requirements of the fund and the availability of proceeds from alien 
property Will be reexamined in connection with the review of budget estimates 
next September to determine whether legislation or appropriation action will 
need to be requested at the next session. 

The proposed course will make it unnecessary for the Congress to enact legis 
ation at this session such as is proposed in H. R. 7001 and H. R. 7080, 

I am authorized to inform you, on behalf of the President, that your proposal 
is in accord with his program. In the event that it should involve you in over- 
spending, the Bureau of the Budget will, as requested in your letter, support an 
appropriation request at the proper time to enable you to pay approved claims 
against the alien property accounts. 

It is suggested that you amend your report to the House Committee on Inter- 
state and Foreign Commerce on H. R. 7001 and H. R. 7030 to take aceount of this 
understanding. 

Sincerely yours, 
F. J. Lawton, Acting Director. 


Maren 6, 1950. 
Hon. Rornerr CROSSER, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear MR. CHAIRMAN: This is in further response to your _request-for the 
views of the Department of Justice with respect to H. R. 7001 and H. R. 7030, 
bills to amend the War Claims Act of 1948, as amended, providing for payment 
within 30 days of $150 million from vested property accounts to the war claims 
fund. 

In the previous response to your request this Department urged against 
adoption of these measures, on the grounds that immediate payment of the 
amount involved to the war claims fund would disrupt administration of the 
claims programs required by the Trading with the Pnemy Act. It was recom 
mended that consideration be given to the possibility of appropriations for the 
war claims funds. 

However, since that time the War Claims Commission, the Burean of the 
Budget, and this Department have thoroughly explored the present needs of 
the war claims fund. On the basis of the projected payments scheduled by the 
War Claims Commission and the Federal Security Agency, it appears that this 
Department can arrange, under existing authority, to supply funds at the esti 
mated necessary rate until Mareh 1, 1951, from vested funds. 

According to figures furnished by the Bureau of the Budget, payments sched 
uled by the War Claims Commission and the Federal Security Agency to the end 
of calendar 1950 amount to $75 million, This Department has already covered 
in $25 million to the fund as an advance against payments to be made under 
section 39 of the Trading with the Enemy Act, leaving an estimated amount of 
$50 million which may be required by December 31, 1950. An additional amount 
of $15 million is presently available for transfer to the fund under section 39 
procedures. The balance of the requirements to meet payments under the 
War Claims Act for calendar 1950 can be furnished under present authority on 
the same basis as the $25 million previously advanced. The further excess of 
requirements over funds to become available under section 39 can also be ad- 
vanced, on the basis of present estimates, through March 1, 1951, 

It is possible, by this schedule, to meet the present needs, giving an oppor- 
tunity to study the long-range problem on the basis of a period of actual process- 
ing of claims by the Commission. It is presently planned to review the antici- 
pated requirements of the war claims fund in the latter part of this year on 
the basis of revised estimates as to rate of expenditure based on that experience, 
leaving ample margin of time to propose to the next Congress any new legisla- 
tion which might be necessary to meet probable future deficiencies. 
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In exercising the Trading With the Enemy Act powers to use vested assets for 
the benefit of the United States, this Department is necessarily undertaking a 
calculated risk. The estimates of advances necessary are based on payments 
from the war claims fund under the present form of the War Claims Act of 
1948, and any deficiencies resulting from increase of the amount of individual 
payments could not be met by advances. 

On the other hand, there is considerable risk that the anticipated amounts 
to be available under section 39 of the Trading With the Enemy Act will be less 
than expected, and the amount to be advanced, rather than covered in, will be 
correspondingly increased. The chance that in such event this Department 
would be unable to meet its own claims requirements is not a remote one. That 
chance, of course, would be considerably increased by enactment of new legisla- 
tion substantially increasing the number of claims to be processed under the 
Trading With the Enemy Act beyond that of present authority. The present 
estimate of amounts which may be advanced takes into account those claims 
provided for in legislation before your committee on which this Department 
has submitted a favorable report. In the event that the advances to be made 
impair the ability of this Department to meet claims requirements, it would 
be necessary to submit requests for appropriations to cover the amount of any 
such deficiency. 

However, while the calculated risk may involve this Department in future 
problems, the necessity of providing funds to meet the claims of internees and 
prisoners of war justifies exercise of the powers conferred on the Attorney Gen- 
eral under the Trading With the Enemy Act to the fullest extent. By exer- 
cise of the powers as outlined, the present needs of the war claims fund will be 
met and the future needs may be studied in time to request any further necessary 
legislation at the time the next Congress convenes. 

Accordingly, this Department urges that there is no present necessity for en- 
actment of H. R. 7001 or H. R. 7030. The Bureau of the Budget has advised 
that the proposed plan to meet war claims fund needs is in accord with the 
program of the President, and that there is no objection to submission of this 
report. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 





TRANSFER MARCH 13, 1950 


OFFICE MEMORANDUM 
Marcu 14, 1950. 
To: The Attorney General 
From: Harold I. Baynton, Acting Director, Office of Alien Property 

Under section 39 of the Trading with the Enemy Act, as amended by the 
War Claims Act of 1948, the Congress has directed that the proceeds of vested 
enemy property should not be returned to Germans and Japanese, and directs 
instead that proceeds of that property, after administration, liquidation and 
allowance of claims by nonenemies, should be covered into the Treasury of the 
United States for the payment of claims by the War Claims Commission and 
the Federal Security Agency. 

On June 21, 1949, the Department of Justice issued a check in the amount of 
$95 million to the Treasurer of the United States for deposit to the War 
Claims Fund to be used as directed by the Congress. The deposit at that time was 
in the nature of an advance from vested assets generally, since the clearance of 
thousands of individual vesting accounts contemplated by section 39 did not at 
that time produce for immediate availability an amount sufficient for the 
purposes of the War Claims Commission. Since that time a survey has been 
made of the individual accounts in which there is a cash balance that could be 
made available for transfer to the War Claims Commission. After eliminating 
all accounts where claims have been filed by nonenemies and deducting a per- 
centage of the amount for administrative expenses of this office and the pay- 
ment of Federal and State taxes, it has been determined that $40 million is now 
free and available for transfer to the War Claims Commission. Of this amount 
$25 million has already been transferred and we are now prepared to transfer 
an additional $15 million for the purposes directed by the Congress. 
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I am attaching for your signature a check and a voucher in the amount of 








F $15 million, drawn in favor of the Treasurer of the United States. I am also 
* attaching for your signature a letter to the Secretary of the Treasury for 
f transmission of the check. 
1 Makrcu 16, 1950. 
Hon. JOHN W. SNYDER, 
7 Secretary of the Treasury, 
% Washington, D. C. 
e Dear JOHN: The War Claims Act of 1948 (62 Stat. 1240), adding section 39 
tt to the Trading With the Enemy Act directs that the proceeds of administration 
t and liquidation of vested German and Japanese property be covered into the 
Treasury. I enclose a check drawn in the amount of $15 million in favor of the 
¢ Treasurer of the United States, which represents the second transfer in com- 
t pliance with this direction, for appropriate disposition by this Department pur- 
s suant to the provisions of that act. 
t Sincerely, 
e ’ 
d Attorney General. 
v Enclosure 
[Typed on bottom of letter] 
- Received on behalf of Secretary of Treasury, Department of Justice, Office of 
a Alien Property, Check No. 549, dated March 13, 1950, drawn by J. Howard 
McGrath, Attorney General, on the Treasurer of the United States, in the face 
amount of $15 million. 
; D. B. ELLERse. 


Marcu 16, 1950. 
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Balance sheet of the Office of Alien Property as of June 30, 1950 


Net estimated value of property vested: 


Value of property, date of vesting__..._---_ ._ $341, 654, 000 
Appreciation, since vesting........._...._. - 67, 809, 000 
Saree UII ~ I  cecmsieiiananll 41, 005, 000 
ORE WOR end wcttencictem nies einai tsi eistiadann eatin taialona ea $450, 468, 000 
Paid out: 
Administrative and conservatory expenses._.____. $27, 400, 000 
Direct expenses not allocated_._......__________ 496, 000 
Claims paid, property returned________-_____ __. 26, 898, 000 


Transferred to Philippine Alien Property Admin- 
I sicncsactab it cise esldibstciariitiabirtciainiatsiesiniiiion 





siceusioniatiiahritedinake de 9, 058, 000 
Transferred to Treasury under Reverse Lend- 
TI sca ccsticrnseniisicnidaeinmcinanmie tant ete 
sadiieicha Soi Aauie-ehadainaaekecsectadinenaacas 972, 000 
Revaluations, due to liquidating distributions. 10, 256, 000 
Transferred to War Claims Fund__--_-------__ 40, 000, 000 
RE NN eich iindnciinctpibennasiinmlinoa 115, 075, 000 
Estimated net balance of property held_____ Si lieciiieenieann eames 335, 393, 000 
Less: Estimated net balance, all nationals other than German and 
TN a cite si ciel antigens Catinse Mtn in bola milla tea 16, 139, 000 
Net balance, German and Japanese property______________ 319, 254, 000 
OREO DOR CORN CI TB on. irc tin cioisien eae 175, 000, 000 


Estimated balance of net proceeds, for War Claims Fund__._ 144, 254, 000 


TRANSFER OCTOBER 2, 1950 


Wark CLAIMS CoMMISSION, 
Washington 25, D. C., September 22, 1950. 
Mr. Harorp I. BAYNTON, 
Assistant Attorney General in Charge of Alien Property, 
Office of Alien Property, Washington 25, D. CO. 

DearR Mr. Baynton: The War Claims Commission would like to take this 
opportunity to request the transfer of an additional amount by your office to 
the War Claims Commission Fund. 

The status of the War Claims Commission Fund, plus the increased rate of 
claims adjudication by this Commission and the Bureau of Employees Compen- 
sation of the Department of Labor, necessitates consideration of this action at 
the present time. 

In addition to the administrative expenses of the War Claims Commission and 
expenditures by other Government agencies which are properly chargeable 
against this fund, it is estimated that withdrawals in approximately the follow- 
ing amounts will be necessary for the payment of claims under section 5 (a) to 
(e) and section 6 of the act for the calendar quarters indicated : 


I II TI i ee cece ernie a epic Hennes coll nen: cscncecrencipinietini $15, 000, 000 
Be I ais ters sciidie a ocean meniaetmhiedbvtnenertndilecnadan 16, 000, 000 
cl OU aa scntl gren crn epinscinditteciditaneencnnnilerwmintitnaiiaiitie ain 16, 000, 000 

SITTIN csnsissenaisuutun ceiesunaiubemenlinenmiiiaesiniiaialsiniaulidinaialiainnin dean pentane 47, 000, 000 


In view of the above it is requested that an additional amount of $20 million 
be transferred to the War Claims Commission Fund as soon as possible to cover 
anticipated administrative expenses and payments of claims under the War 
Claims Act from October 1, 1950, to December 31, 1951. 

An early reply concerning this matter will be appreciated. 

Sincerely yours, 


DANIEL F.. CLEARY, 
Chairman, War Claims Commission. 
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Ocroser 3, 1950. 

To: The Attorney General. 

From: Harold I. Baynton, Assistant Attorney General, Director, Office of Alien 

Property. 
Subject: Transfer of vested funds into the War Claims Fund. 
Under section 39 of the Trading With the Enemy Act, as amended by the War 

Claims Act of 1948, the Congress has directed that the proceeds of vested enemy 
) arty should not be returned to Germans and Japanese d di ; insteac 

property apanese and directs instead 
that proceeds of that property after administration, liquidation, and allowance 
of claims by nonenemies should be covered into the Treasury of the United 
States for the payment of claims of the War Claims Commission and the Federal 
Security Agency. 

On June 21, 1949, $25 million was deposited in the Treasury for the use of the 
War Claims Commission. On March 13, 1950, an additional $15 million was 
deposited in the Treasury of the United States, making a total deposit from the 
Office of Alien Property of $40 million. The amount that has been deposited is 
the total amount that is free and available for transfer to the War Claims 
Commission. 

On September 22, 1950, Mr. Daniel F. Cleary, chairman, War Claims Com- 
mission, requested by letter than an additional amount of $20 million be trans- 
ferred to the War Claims Fund to cover anticipated administrative expenses and 
payment of claims from October 1, 1950, to December 31, 1950. This $20 million 
is not free and available but I feel that the Office of Alien Property will be com- 
pletely safe in making this advance deposit and charging it off against accounts 
as they are made available for transfer to the War Claims Fund. This method 
meets with the approval of the War Claims Commission and the Bureau of the 
Budget. I am, therefore, attaching for your signature a check and a voucher 
in the amount of $20 million drawn in favor of the Treasurer of the United 
States. I am also attaching for your signature a letter to the Secretary of the 
Treasury for transmission of the check. 


Attachments. 


— El i a 


Ocroser 5, 1950. 
Hon. Joun W. SNYDER, 
Secretary of the Treasury, Washington, D. C. 

Dear JoHN: The War Claims Act of 1948 (62 Stat. 1240), adding section 39 
to the Trading With the Enemy Act, directs that the proceeds of administration 
and liquidation of vested German and Japanese property be covered into the 
Treasury. I enclose a check drawn in the amount of $20 million in favor of the 
Treasurer of the United States, which represents the third transfer in compliance 
with this direction, for appropriate disposition by this Department pursuant to 

the provisions of that act. 
Sincerely, 








, Attorney General. 


Enclosure. 
[Typed on bottom of letter] 


Received on behalf of Secretary of Treasury, Department of Justice, Office 
of Alien Property, check No. 556, dated October 2, 1950, drawn by J. Howard 
McGrath, Attorney General, on the Treasurer of the United States, in the face 
amount of $20 million. 

R. D. Groret, 
B. & W. 
October 5, 1950. 
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Wark Crarms CoMMISSION, 
Washington 25, D. C., February 19, 1951. 
Hon. Haroip I. BAYNTON, 
Director, Office of Alien Property, 
Department of Justice, Washington 25, D. C. 

DEAR MR. BayYNTON: As appears from the statement furnished to you, the 
claims program of the War Claims Commission, the Bureau of Employees’ Com- 
pensation, Department of Labor, and the Department of State under the War 
Claims Act of 1948, as amended, will require approximately $55 million during 
the next 12 months, 

While there is presently available in the war claims fund and in the appro- 
priation “Payment of claims, War Claims Commission,” approximately $24 
million, the War Claims Commission is planning an acceleration of its adjudi- 
cation program. Hence, in order to insure that ample funds will be available 
for carrying out the provisions of the War Claims Act of 1948, as amended, it is 
requested that you make arrangements, as soon as practicable, to cover into 
the Treasury for deposit into the Treasury receipt account “8856 Deposits, war 
claims fund” the sum of $30 million. 

The interest you have shown in the War Claims Commission and your coopera- 
tion are greatly appreciated. 

Sincerely yours, 
DANIEL F, CLeary, 
Chairman, War Claims Commission. 





TRANSFER MARCH 29, 1951 


OFFICE MEMORANDUM 
MAkrcH 30, 1951. 
To: The Attorney General 
From: Harold I. Baynton, Assistant Attorney General; 
Director, Office of Alien Property. 
Subject : Transfer of vested funds into the war claims fund. 

Under section 39 of the Trading With The Enemy Act, as amended by the War 
Claims Act of 1948, the Congress has directed that the proceeds of vested enemy 
property should not be returned to Germans and Japanese and directs instead 
that proceeds of that property after administration, liquidation and allowance 
of claims of nonenemies should be covered into the Treasury of the United States 
for the payment of claims of the War Claims Commission and the Federal 
Security Agency. 

On June 21, 1949, $25 million was deposited in the Treasury for the use of the 
War Claims Commission. On March 13, 1950, an additional $15 million was de- 
posited in the Treasury of the United States, making a total deposit from the 
Office of Alien Property of $40 million. This is the amount that is free and 
available for transfer to the War Claims Commission. However, on October 5, 
1950, a $20 million advance was made to the Commission. The amount that is 
free and available and the amount that has been advanced to the War Claims 
Commission to date is $60 million. 

On February 19, 1951, Mr. Daniel F. Cleary, Chairman, War Claims Commis- 
sion, requested that an additional amount of $30 million be transferred to the 
war claims fund to cover anticipated administrative expenses and payment of 
claims. This $30 million is not free and available but I feel that the Office of 
Alien Property will be completely safe in making this advance deposit and 
charging it off against accounts as they are made available for transfer to the 
war claims fund. This method meets with the approval of the War Claims 
Commission and the Bureau of the Budget. I am, therefore, attaching for your 
signature a check and a voucher in the amount of $30 million drawn in favor 
of the Treasurer of the United States. I am also attaching for your signature 
a letter to the Secretary of the Treasury ; for transmission of the check. 

Attachments. 


Hon. Joon W. SNYDER, 
Secretary of the Treasury, 
Washington, D. C. 

Dear JoHn: The War Claims Act of 1948 (62 Stat. 1240), adding section 39 
to the Trading With The Enemy Act, directs that the proceeds of administration 
and liquidation of vested German and Japanese property be covered into the 
Treasury. I enclose a check drawn in the amount of $30 million in favor of the 
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Treasurer of the United States, which represents the fourth transfer in com- 
pliance with this direction, for appropriate disposition by this Department pur- 
suant to the provisions of that act. 

Sincerely, 


Attorney General. 


Enclosure. 
[Typed on bottom of letter] 


Received on behalf of Secretary of Treasury, Department of Justice, Office 
of Alien Property, Check No. 561, dated March 29, 1951, drawn by J. Howard 
McGrath, Attorney General, on the Treasurer of the United States, in the face 
amount of $30 million. 


R. De Grorer. 
April 4, 1951. 
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Balance sheet of the Office of Alien Property as of June 30, 1951 


Net estimated value of property vested: 
Value of property—date of vesting._.........__. $884, 869, 000 
Appreciation, since vesting-- asciomernencs ily ae 
Income, since vesting __- eee ee 


Total value ...._... a cit a te en a $512, 856, 000 


Paid out: 





Administrative and conservatory expenses._... $31, 721, 000 
Direct expenses not allocated______._._-____-_ 1, 292, 000 
Claims paid, property returned______.._--_-__- 87, 659, 000 
Transferred to Philippine Alien Property Ad- 
CO ek ie tants tun sdiitiin tate leita 9, 058, 000 
Transferred to Treasury under reverse lend- 
es ei ee a eee 1, 165, 000 
Revaluations—due to liquidating distributions__ 10, 938, 000 
Transferred to war claims fund_____--.--_..-_ 90, 000, 000 
ee ee eterucrveertahalthmnne qibtectntuarsaphiindnidiaameaiih 181, 833, 000 
Estimated net balance of property held__.-......_------~- 331, 023, 000 
Less: Estimated net balance, all nationals other than German and 
Ceara tik taht ates indedee kadar anebiae ae engueete 11, 775, 000 
Net balance, German and Japanese property______------~ 319, 248, 000 


Reserves for claims and suits._.______ ca SA aa 175, 000, 000 





estimated balance of net proceeds, for war claims fund_..._ 144, 248, 000 





TRANSFER, AUGUST 1, 1951 


War CraIMs ComMMISSION, 
Washington 25, D. C., June 29, 1951. 
Hon. Harrop I. BAYNTON, 
Director, Office of Alien Property, Department of Justice, 
Washington, D. C. 

My Dear Mr. BayNron: In the fiscal year 1952 the War Claims Commission 
plans to place particular emphasis on the acceleration of the Commission’s ad- 
judication program. Further, the Bureau of Employees’ Compensation, Depart- 
ment of Labor, an agency which also draws upon the war claims fund, withdrew 
in a lump sum its full appropriation for payment of claims in the fiscal year 
1951. 

The appropriations for the administrative expenses of the War Claims Com- 
mission and the Bureau of Employees’ Compensation under the War Claims 
Act of 1948, as amended, will become available, it is anticipated, in July. It is 
estimated that this will require more than $1,000,000. The Bureau of Em- 
ployees’ Compensation will be authorized to withdraw $5,000,000 for the payment 
of claims during the fiscal year 1952 and may again desire to withdraw that 
amount in a lump sum. The War Claims Commission is currently certifying 
claims for payment at the rate of approximately $6,000,000 per month exclusive 
of claims under section 7 of the act. There is presently available to the War 
Claims Commission, Bureau of Employees’ Compensation, and the Department 
of State approximately $35,000,000. This sum will be considerably depleted by 
the withdrawals which will be made during July 1951. 

In view of the foregoing it is requested that you arrange as soon as practicable, 
to cover into the Treasury for deposit into the Treasury receipt account “8856 
Deposits, War Claims Fund” the sum of $30,000,000. 

On behalf of my colleagues and myself I wish to express our appreciation for 
the cooperation you have manifested on numerous occasions. 

Sincerely yours, 
DANIEL F. CLeary, 
Chairman, War Claims Commission. 
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OFFICE MEMORANDUM 


AvcustT 2, 1951. 


To: The Attorney General 
From: Harold T. Baynton, Assistant Attorney General, Director, Office of 

Alien Property 
Subject: Transfer of Vested Funds into the War Claims Fund 

Under section 39 of the Trading With the Enemy Act, as amended by the War 
Claims Act of 1948, the Congress has directed that the proceeds of vested enemy 
property should not be returned to Germans and Japanese and directs instead 
that proceeds of that property after administration, liquidation, and allowance 
of claims by nonenemies should be covered into the Treasury of the United 
States for the payment of claims of the War Claims Commission and the Fed- 
eral Security Agency. 

On June 29, 1949, $25 million was deposited in the Treasury for the use of the 
War Claims Commission. On March 13, 1950, an additional $15 million was 
deposited in the Treasury of the United States, making a total deposit from the 
Office of Alien Property of $40 million. This is the amount that is free and 
available for transfer to the War Claims Commission. However, on October 5, 
1950, a $20 million advance was made to the Commission. An additional advance 
of $30 million was made on April 3, 1951. The amount that is free and available 
and the amount that has been advanced to the War Claims Commission to date 
is $90 million, On June 29, 1951, Mr. Daniel F. Cleary, Chairman, War Claims 
Commission, requested that an additional amount of $30 million be transferred 
to the war claims fund to cover anticipated administrative expenses and pay- 
ment of claims. This $30 million is not free and available but I feel that the 
Office of Alien Property will be completely safe in making this advance deposit 
and charging it off against accounts as they are made available for transfer to 
the war claims fund. This method meets with the approval of the War Claims 
Commission and the Bureau of the Budget. I am, therefore, attaching for your 
signature a check and a voucher in the amount of $30 million drawn in favor of 
the Treasurer of the United States. I am also attaching for your signature a 
letter to the Secretary of the Treasury for transmission of the check. 


Aveust 16, 1951. 
Hon. JoHN W. SNYDER, 


Secretary of the Treasury, Washington, D. C. 


Dear JOHN: The War Claims Act of 1948 (62 Stat. 1240), adding section 39 
to the Trading With the Enemy Act, directs that the proceeds of administration 
and liquidation of vested German and Japanese property be covered into the 
Treasury. I enclose a check drawn in the amount of $30 million in favor of the 
Treasurer of the United States, which represents the fifth transfer in compliance 
with this direction, for appropriate disposition by this Department pursuant to 
the provisions of that act. 

Sincerely, 


Attorney General, 
Enclosure. 
[Typed on bottom of letter] 


Received on behalf of Secretary of Treasury, Department of Justice, Office of 
Alien Property, check No. 565, dated August 1, 1951, drawn by J. Howard Mc- 
Grath, Attorney General, on the Treasurer of the United States, in the face 
amount of $30 million. 

D. ELLERBE, 


August 16, 1951. 
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TRANSFER MAY 23, 1952 


War CLams CoMMISSION, 
Washington 25, D. C., May 21, 1952. 
Hon. Haron I. BAYNTON, 
Assistant Attorney General, Director, Office of Alien Property, 
Department of Justice, 
Washington 25, D. C. 


My Dear Mr. BAYNTON: You have, without doubt, noted the enactment of 
Public Law 308, 82d Congress, approved by the President, April 9, 1952. 

Public Law 303 authorizes the War Claims Commission to initiate the pay- 
ment of two additional benefits to the ex-prisoners of War and to certain re- 
ligious organizations. The act also requires that the Commission administer 
these new benefits concurrently with the existing program of the Commission. 
This means, of course, that there must be an expansion of activities and a 
greatly increased rate of certifications for payment within a very short time. 

The Commission presented to the Interstate and Foreign Commerce Commit- 
tee of the House of: Representatives revised estimates of the cost of payment 
of claims and administration of Public Law 896, 80th Congress, as amended, 
prior to the enactment of Public Law 303, supra. This estimated overall cost 
of payment of claims by the War Claims Commission, the Bureau of Bm- 
ployees’ Compensation, Department of Labor, and costs of administration 
throughout the life of the War Claims Commission was $110,789,997. 

The Commission estimated the cost of payment of claims of section 1 of 
Public Law 303, which amends section 6 to authorize the payment of $1.50 per 
day on each day a prisoner of war was subjected to inhumane treatment or forced 
to perform uncompensated labor in violation of the Geneva Convention; as 
$86,863,000. 

The Commission made no estimate of the cost of payment of claims under the 
amendment to section 7 of the act. However, it referred the committee to 
estimates made several years ago by the Philippine War Damage Commission 
on a somewhat similar bill. This estimate was $20 million. Assuming, but 
not asserting, that this estimate will be correct, the overall cost of payment of 
claims under the War Claims Act, as amended, and costs of administration ex- 
clusive of costs ¢f administering Public Law 303 will be approximately 
$217,652,997. 

While there is presently available in the war claims fund and in the appro- 
priation “Payment of claims, War Claims Commission” a sum adequate to meet 
immediate demands of the adjudication program, you will readily understand 
that the Commission and the beneficiaries of the several provisions of Public 
Law 896, 80th Congress, as amended, are anxious to have a sufficient balance 
available at all times to meet potential authorizations. Hence, in order to 
insure the availability of ample funds in view of the enlarged program, it is 
requested that you make arrangements, at your earliest convenience, to cover 
into the Treasury for deposit into the Treasury receipt account “8856 Deposits, 
War Claims Fund” the sum of $30 million. 

Your cooperation in this, as in similar requests, will be greatly appreciated. 

Sincerely yours, 
DANIEL F.. CLEARY, 
Chairman, War Claims Commission, 


OFFICE MEMORANDUM 
May 26, 1952. 
lo: Mr. Philip B. Perlman, Acting Attorney General. 
From: Harold I. Baynton, Assistant Attorney General, Director, Office of Alien 
Property. 
Subject: Transfer of vested funds into the war claims fund. 


Under section 39 of the Trading With the Enemy Act, as amended by the 
War Claims Act of 1948, the Congress has directed that the proceeds of vested 
enemy property should not be returned to Germans and Japanese and directs 
instead that proceeds of that property after administration, liquidation, and 
allowance of claims by nonenemies should be covered into the Treasury of the 
United States for the payment of claims of the War Claims Commission and 
the Federal Security Agency. 
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On June 23, 1949, $25 million was deposited in the Treasury for the use of 
the War Claims Commission. On March 16, 1950, an additional $15 million was 
deposited in the Treasury of the United States, making a total deposit from 
the Office of Alien Property of $40 million. This is the amount that is free and 
available for transfer to the War Claims Commission. However, on October 
5, 1950, a $20 million advance was made to the Commission. On April 3, 1951, 
$30 million, and on August 16, 1951, $30 million was transferred to the War 
Claims Commission. The amount that is free and available and the amount 
that has been advanced to the War Claims Commission to date is $120 million. 

On May 21, 1952, Mr. Daniel F. Cleary, Chairman, War Claims Commission, 
requested that an additional amount of $30 million be transferred to the war 
claims fund to cover anticipated administrative expenses and payment of claims. 
This $30 million is not free and available but I feel that the Office of Alien 
Property will be completely safe in making this advance deposit and charging 
it off against accounts as they are made available for transfer to the war 
claims fund. This method meets with the approval of the War Claims Com- 
mission and the Bureau of the Budget. I am, therefore, attaching for your 
signature a check and a voucher in the amount of $30 million drawn in favor 
of the Treasurer of the United States. I am also attaching for your signature 
a letter to the Secretary of the Treasury for transmission of the check. 

Attachments. 


May 26, 1952. 
Hon. JoHN W. SNYDER, 
Secretary of the Treasury, 
Washington, D. C. 

My Dear Mr. SecreETARY: The War Claims Act of 1948 (62 Stat. 1240), adding 
section 39 to the Trading With the Enemy Act, directs that the proceeds of 
administration and liquidation of vested German and Japanese property be 
covered into the Treasury. I enclose a check drawn in the amount of $30 
million in favor of the Treasurer of the United States, which represents the 
sixth transfer in compliance with this direction, for appropriate disposition 
by this Department pursuant to the provisions of that act. 

Sincerely yours, 
PuHILiP B. PERLMAN, 
Acting Attorney General. 


Enclosure. 
[Typed on bottom of letter] 


Received on behalf of Secretary of Treasury, Department of Justice, Office 
of Alien Property, check No. 568, dated May 23, 1952, drawn by Philip B. Perlman, 
Acting Attorney General, on the Treasurer of the United States, in the face 
amount of $30 million. 

D. ELLERBE, 

May 27, 1952. 
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Balance sheet of the Office of Alien Property as of June 30, 1952 


Net estimated value of property vested : 


Value of property, date of vesting ‘ $389, 368, 000 
Appreciation, since vesting....-........._.-.. 101, 000, 000 
Income, since vesting. : , 50, 544, 000 
Total value fa te ttlacdh de ii dh cltdnemieks a _. $540, 912, 000 
Paid out: 
Administrative and conservatory expenses______ $35, 682, 000 
Direct expenses not allocated__ j ie ne 2, 185, 000 
Claims paid, property returned__- _ 453,148, 000 
Transferred to Treasury under reverse lend- 
| Eee aegeewes sdb ile Crees ; 1, 199, 000 
Revaluations, due to liquidating distr ibutions _. 11, 074, 000 
Transferred to war claims fund ‘ . 150, 000, 000 
Total deductions____.-__-~- dhnniebetl ictes ty 243, 238, 000 
Estimated net balance of property held__-_- sabi .. 297, 674, 000 
Less: Estimated net balance, all nationals other than German 
and Japanese. --~-- Seatenuh etahaeannaoend Locrmstnal 10, 665, 000 
Net balance, German and Japanese property ; 1 287, 009, 000 
Reserves for claims and suits____.._......---~-~-- ccpanes, aoe, COR 000 
Estimated balance of net proceeds, for war claims fund 93, 009, 000 


Senator Dirksen. You can proceed with your statement. 

Senator Smirn. I think, Mr. Chairman, if he submits it, he should 
explain how the estimate is arrived at because it is intriguing to me 
as to how, when I have been told by Mr. Sapp, and I believe Mr. Bard, 
that there could not have been at any time more than $16.5 million 
available for transfer to the war claims fund if a conservative estimate 
was made. Now, how was this estimate made? They must have 
some papers in the office with some figures. 

Mr. Myron. Senator, would it be helpful to give you the figures 
on the amount of property that was vested ? 

Senator Smirn. I don’t think that would because it would depend 
on how much came in and how much the claims amounted to and all 
the expenses. 

Senator Dirxsen. I think the record is clear now that a gross 
amount went into the Treasury and quite aside from whether it was 
encumbered or not, they just took out of that account, not knowing 
exactly what the residue would be after all claims against that account 
had been paid. 

Senator Smiru. And I think without knowing even approximately. 

Mr. Narrn. These figures which Mr. Myron proposes to offer on the 
amount of property that has been vested are speculation. They 
carry a certain dollar value that may be worth a substantial amount 
of money. They may vest certain property and carry it on their books 
as a figure which has no value at all. So that figure he proposes 
to offer has no bearing. 

Senator Smirn. I thought that was true. Of course what we are 
doing is investigating the conduct of this Office and that goes right 
to the heart of whether it was being conducted properly and if not, 
who was responsible at that time. 

Senator Dirksen. The basic fact remains that if funds are available 
to the War Claims Commission and there are additional demands on 

41389—54—pt. 1-5 
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it because you may recall that we amended that act in April 1952 so 
that an additional $1.50 a day would be given under certain circum- 
stances, the demand may be larger, therefore. Now, when those claims 
of prisoners of war have been paid, obviously the Congress cannot dip 
in and try to take that money away from them. Now, if there is a 
deficit here, there is only one way that deficit will be met and that will 
be met out of appropriations by ‘the Congress. Is that right? 

Mr. Myron. That is right, if there were a deficit. 

Senator Dirksen. In other words, if this were in a good administra- 
tion operation there will be a moral charge at least on the Treasury 
of the United States if and when Congress legislates on that point. 

Mr. Myron. I would not say that, Senator. 

Senator Dirksen. What would you say ? 

Mr. Myron. I would say that if the demands of the War Claims 
Commission exceed the property, unencumbered property, now held 
by the Office of Alien Property, then it would require an appropriation 
of Congress to pay any claims or any suits for the return. 

Senator Dirksen. We do not want to wait for 10 or 30 years to 
determine that matter. 

The CHarrman. Mr. Chairman, a few moments ago the witness 
testified that Mr. Sapp saw these records which authorized the transfer 
of this $150 million. Now, I ask that these records be produced so 
that this committee can see them for themselves with the signatures 
of the people that authorized the transfer. 

Senator Dirksen. I have asked for that and I have also asked for the 
ledger sheets. 

Mr. Naren. Mr. Sapp is the one who uncovered this and he found 
that the authorization was lacking and also that they had expended 
this gross amount in lack of consideration of the fact that they did 
not have a net income to cover it. Mr. Sapp has never made a state- 
ment to the effect that he found an authorization in there. I intended 
to add that to the record because I think Mr. Schlezinger left the opin- 
ion in the record that Mr. Sapp had found an authorization. He 
examined what papers they had, but he had never indicated that the 
authorization existed. 

Mr. Myron. Understand, my remark was made in connection with 
an examination that Mr. Sapp made. He asked that the records on 
that subject be made available to him, and I understand that they were 
and he examined the records. If there are any additional records, I 
will be glad to supply them. 

The CuatrmMan. We want those same records, not additional ones. 

Senator Dirksen. It is fair to assume that the $150 million did not 
go in this fund ina lump sum. It was in increments over a period of 
time. There must therefore be an order, a directive, letter, or some- 
thing to cover every one of the payments that were made. Suppose 
you supply all of those for the record. 

Mr. Myron. We will be glad to, sir. 

Senator Smrrn. I was talking to Mr. Sapp about another matter 
this morning. He heard something about a hearing going on. He 
wanted me to say to you, Mr. Chairman, and to the committee that 
if he could be of any service he would come up here and testify to 
any information, he is available at any time. 

I might say, too, that he is interested not in the matter of com- 
pensation because he is a man of means and has a great law prac- 
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ce, but he does want to see this thing go through. I know he and 
[ reached the conclusion very definitely that there would be at 
least $100 million deficit that some day Congress will have to pro- 

de in view of this transfer of $150 million. I think it is really 
more than that, more than $100 million that will have to be avail- 

ble because my recollection was there were only really $16.5 mil- 
lion that should have been applied up to now. 

ir. Nairn. That is about right. 

Senator SmrirxH. So this money was handled loosely and handled 

k and forth. I want to find out who was personally responsible 
for the transfer. 

The CuamrmMan. We want certified copies or originals of these 
authorizations. 

Senator Dirksen. In connection with that, I might ask this ques- 
tion: Your administrative expenses, Mr. Myron, are derived from 
property and other sources that are revenues to the Office of Alien 
Property Custodian ? 

Mr. Myron. That is true, Senator. 

Senator Dirksen. Now then, I was rather interested to observe 
o at in 1952 you asked that you be permitted to use up to $3,800,- 
00 for administrative expenses. 

Mr. Myron. That is right, sir. 

Senator Dirksen. In 1953, this is fiscal year, you asked also that 
you use $3,800,000. 

' Mr. Myron. I believe it is $3,900,000, Senator. 

Senator Dirksen. No, $3,800,000, I believe, but in fiscal 1953 you 
are asking for additional $100,000, which would make $3,900,000. 

Mr. Myron, That is right. 

Senator Dirksen. I want to ask at that point, has there been a 
feeling current among the staff in Alien Property Custodian, has 
it been discussed, have you ever made the statement that you did 
not have to worry so much about the funds that were involved here 
because, after all, you were administering alien property and there- 
fore there was no use of being in any hurry, there is enough prop- 
erty, to not knock anybody out of a job, enemy property is paying 
for this, and let this job run on and on. Has that statement been 
made or has that matter been discussed among your staff? 

Mr. Myron. Not to my knowledge, it has not. 

Senator Dirksen. It has come to me that it has been discussed 
down there and I felt I must ask you about it. 

Mr. Myron. Not to my knowledge. 

Senator Dirksen. As of now, you have expended out of funds 
derived from sources within the jurisdiction of your office something 

excess of $40 million, have you not? 

Mr. Myron. That is not only the Office of Alien Property in the 
Department of Justice but that includes also the Office of Alien 
Property Custodian which preceded it. 

Senator Dirksen. I am grouping them. 

Mr. Myron. We have been administering Alien Property since 
1949 

Mr. Natrn. It is closer to $41 million. 

Mr. Myron. They averaged approximately $4 million a year or 
less over a 10-year period. 
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Senator Dirksen. The fact of the matter is that the longer this 
operation goes on and the more the property is dissipated in the form 
of administrative expenses, the less there will be finally for the War 
Claims Commission # 

Mr. Myron. That is true, and the quicker we can liquidate and close 
up shop the more money will be available to the war claims fund. 

Senator Smiru. Or else the less deficit the Congress will have to 
meet in view of the fact that the War Claims Commission already has 
$150 million. You do not have any idea there will be $150 million in 
the net after all this is worked out, do you? 

Mr. Myron. I would like vo go into the records a little closer than 
I have to say that. I feel from the views expressed and the informa- 
tion I have that $150 million will be over and above the amount re- 
turnable on claims or suits and it will be free and clear to turn over 
to the War Claims Commission. 

Senator Smiru. How long do you think it will take to liquidate 
these properties in this office at the rate that you have been going for 
the last 5 years, we will say? 

Mr. Myron. I think the last page of my statement raises two 
questions. 

Senator Smirn. I am asking you how long it will take. I have 
heard an estimate made that it would take 25 to 50 years longer at 
the rate at which you have been handling the claims and making 
the settlements that have been made; that it would take anywhere 
from 5, I think someone said, to 60 years. 

Mr. Myron. There are 2 problems in the office; 1 is claims, and 1 
is litigation. 

Senator Smrru. I know ther are plenty of problems. I am not 
questioning that. 

Mr. Myron. I think an estimate much less than that for the dura- 
tion of the office provided we could have legislation which might help 
us to process claims faster and to get rid of the suits against 
properties. 

Senator Smiru. On a proportionate basis, the proportion in which 
claims have been liquidated and properties have been liquidated in 
the past 5 years, if that same percentage of proportion obtains it 
would be at least 25 or 30 years, would it not? 

Mr. Myron. Let me differentiate between title claims and debt 
claims. 

Senator Smrrn. I want the whole liquidation. 

Mr. Myron. If you are talking about debt claims, I do not see any 
end of the debt claims program under the present law. 

Senator Smirxn. Thirty years would not be too extreme an estimate, 
would it ? 

Mr. Myron. I think it would be extreme, Senator, in the difficulties 
of processing a certain type of claim. 

Senator Smiru. There have been very few claims processed, com- 
paratively speaking there have been very few claims processed. 

Mr. Myron. Very few in relation to the number that have been 
filed. 

Senator Smirn. Yes. 

Mr. Myron. Yes, sir. 

Senator Smrrn. They all have to be processed ? 
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Myron. At the rate we are processing claims now, I would 
say nth in 414 to 7 years we could finish up our title claim program. 
That is at the rate of speed we have been going in the last year. 

Senator Smitu. How many claims have you processed in the last 
5 years, we will say, or the last 2 or 3, whatever records you may have 

lable ? 

Mr. Myron. I have a statement that goes into that, gives you the 

itistics and goes into it very clearly. 

Senator Smiru. You think that you can have all the title claims 
adjusted and settled and liquidated and wound up in 41% to 7 years? 

Mr. Myron. That is at the rate of speed 

Senator Smirn. What about the debt claims? 

Mr. Myron. I don’t see any foreseeable end of the debt claim pro- 
oram. 

Senator Smirn. It would take 30 years or maybe 40 years at the 

rate you have been going? 

Mr. Myron. It will take a long time. 

Senator Smiru. Thirty youn is not too long an estimate, is it? 
It is probably nearer forty 

Mr. Myron. I wouldn’t say that, Senator. I wouldn’t hazard a 
guess because I couldn’t forsee the end of the debt claim program. 

Senator Smira. How many debt claims have been settled in the 
past 5 years? Do you know that? 

Mr. Myron. I have the figures here. 

Senator Smrrn. All right. 

Mr. Natrn. 6,000. 

Mr. Myron. I think probably Mr. Creighton, who will follow me, 
has statistics in this regard and can give you better figures than I can. 

Senator Smrru. I wanted your estimate though. Tt has been 6,000 

ip to now, as was suggested a moment ago, and you have how many 
more thousand to be processed’? About 50 000 2 

Mr. Myron. About 43,000 more. 

Senator Smirn. Up to now, you have processed 6,000 in 7 or 8 
years. It will take you equally as long a time proportionately to 
adjust the remainder of the claims? 

Senator DirksEN. May I say at this point, Senator Smith, that Mr. 
Creighton is head of the Claims Diivsion. 

Mr. Myron. That is true. 

Senator Dirksen. He will testify directly on this matter. 

Mr. Myron. He will, sir. 

Senator Dirksen. It is fair to assume he can testify more authori- 
tatively. . 

Mr. Myron. And can submit statistics, too. 

Senator Dirksen. The Alien Property Custodian resigned on Feb- 
ruary 11 to go back to National University as its president. I am 
referring to Dr. Rowland Kirks. 

Mr. Myron. Yes, sir. 

Senator Dirksen. You carry the title of Deputy Director? 

Mr. Myron. Yes, sir. 

Senator Dirksen. You are in a sense then the Acting Director of 
Alien Property at the present time until a new Custodian has been 





appointed ? 


Mr. Myron. That is true, sir. 
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Senator Dirksen. First of all, I want to ask this question with 
relation to World War I claims that are still in your shop. My 
unde rstanding is that on the basis of the asset account there are about 

$57 million of claims still pending from World War I days in one form 
or another, and that is a long, long time. Can you just briefly now 
tell the committee what the nature of those claims is because I assume 
you are familiar with it? 

Mr. Myron. I think Mr. Creighton has a statement particularly in 
that respect. 

Senator Dirksen. Yes. Now, what are your duties, Mr. Myron, as 
Deputy Director ? 

Mr. Myron. I am assistant to the Director of the Office and aid in 
the admiinstration of the entire office. 

Senator Dirksen. So the administrative chores are yours? 

Mr. Myron. That is true. 

Senator Dirksen. How many people have you on the staff at the 
present time? 

Mr. Myron. We have slightly over 500, I believe. 

Senator Dmxsen. The committee report indicated that you had 
about 850. What was the variance between your estimate and the 
committee report? 

Mr. Myron. It is that much difference between 532, I believe e, and 
the 800 which they estimated. 

Sen: - Dirksen. They estimated 850. 

Mr. Narrn. The committee report does not say there were 850 at 
any one time. There were 850 individual employees during the fiscal 
year ended June 30, 1952, on the payroll of the Office of Alien Prop- 
erty. At any one time, there may have been a total of 550. 

Senator Dirksen. You mean then, Mr. Myron, you express yourself 
in terms of man-years, rather than individuals? 

Mr. Myron. Yes: there were 532. 

Senator DirrsEn. Regular, full time? 

Mr. Myron. In all offices, full time. 

Senator Dirksen. Break those down for the committee in terms of 
your filed-office operations and where those offices are located. 

Mr. Myron. We have in the Washington office 390 employees. Do 
you wish me to break it down into attorneys, and clerical? 

* Senator Dmxsen. No. just to give us the totals by field offices. 

Mr. Myron. In Ne a York, we have 97. In San Francisco, we have 
15. In Honolulu, we have 12. In Manila, we have l. In Tokyo, we 
have 3. In Germany. we have 14. That is a total of 532 at the 
present time. 
~ Senator Diexsen. Where in Germany ? 

Mr. Myron. In Munich, Germany. 

Senator Dirxsen. Is that the total? 

Mr. Myron. That is the total, yes, sir. 

Senator Dirksen. Now, I think by way of a predicate, I may say 
to you I have been astonished at the looseness of your field oper ‘ation 
and the employees that are scattered all over and I notice from some 
testimony that appeared in the committee report, or at least an obser- 
vation by the predecessor committee, that the communication between 
these offices and W ashington is so loose that in some cases they did 
not even bother to make a report to the Washington office. Let us 
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top for a moment with the New York office. What is your operation 

» there at the present time ? 

Mr. Myron. Of course, the Comptroller’s office is the important part 
f the New York office at the present time. 

Senator Dirksen. How do you communicate between the Wash- 

eton office and the Comptroller’s office in New York? 

Mr. Myron. By letter, memorandums, or telephone. 

Senator Dirxsen. You have a telephone expense account, I 

ppose ¢ 

Mr. Myron. We have a branch line to New York. 

Senator Dirksen. I am given to understand, of course, sometimes 
it takes weeks for memorandums and calls to actually get to where 
they belong in this interoffice communication system on which you 
ely at the present time. 

Mr. Myron. I think you could say that. 

Senator Dirksen, Is that a fair statement ? 

Mr. Myron. There are delays in communications. 

Senator Dirksen. What physical or other reason exists that you 
should have to maintain an office in New York instead of in 
Washington ¢ 

Mr. Myron. There were no reasons other than lack of space in 
Washington in the same building for the Comptroller’s office. I think 
that if that were taken care of, if we could get space in the same 
building with our principal office here in Washington for the Comp- 
troller’s branch, it would be very helpful to us. 

Senator Dirksen. Mr. Myron, what effort has been made to find 
pace in Washington? Have you asked the Public Buildings Admin- 
istration to do something about securing space ¢ 

Mr. Myron. I understand that General Services has asked for us 
and that space was not obtainable. 

Senator Henprickson. May I ask a quetsion there while you are on 
his subject ? 

Senator Dirksen. Yes. 

Senator Henprickson. Why was the Comptroller’s office ever es- 
tablished in New York, to begin with? 

Mr. Myron. Because originally a great deal of the liquidation work 
was done in New York under the Custodian’s office. It was established 
in New York by the Custodian, the Alien Property Custodian, at which 
time a great deal of the records were kept in New York. 

Senator Dirksen. Is there any reason why, if the New York facili- 
ties were consolidated with the Washington office, there could not be a 

bstantial saving in personnel, communications expense, and in other 
‘xpenses ¢ 

Mr. Myron. I think that would be so and I think it would make the 
administration of the entire office more efficient with the Comptroller’s 
office located here in Washington, provided it was located in the same 
building with the main office. 

Senator Dirksen. Do you have authority to bring about that con- 
olidation ? 

Mr. Myron. At the present time ? 

Senator Dirksen. Yes. 

Mr. Myron. I think I would request the advice and opinion of the 
Attorney General before doing it. I don’t feel that I have the author- 
ty presently. 
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Senator Dirksen. Has that advice been requested from the Attorney 
General before ? 

Mr. Myron. Yes. There were two or three times when we have en- 
deavored to find space for the Comptroller's office so that it might be 
moved down here. I understand it was impossible to get. 

Senator Drrnsen. It requires no legislation to consolidate these 
offices ? 

Mr. Myron. No, sir. 

Senator Dirksen. And bring the New York force to Washington in 
the interest of economy and more efficient operation ¢ 

Mr. Myron. I would say no, sir. 

Senator Dirksen. Tell us about the San Francisco office. 

Mr. Myron. In the San Francisco office we have 4 attorneys and 11 
in clerical help. One of the attorneys out there is a trial attorney who 
handles cases on the west coast, for many of the States on the west 
coast and in California. There are cases involving complicated mat- 
ters, the application of alien property law to the cases involved in 
litigation. Now two of the attorneys are working full time on those 
matters, 

Then there are companies located on the west coast which are going 
through the process of liquidation, which work is being handled by the 
other help i in that office. It is a very small office. 

Senator Dirksen. Did you examine this very excellent report that 
was developed by Mr. Sapp? 

Mr. Myron. Yes, sir. And I am sorry I didn’t have more time to 
go over it two or three times. 

Senator Dirksen. Did you find in there an observation to the effect 
that the folks in San Francisco had just about given up the idea of 
maintaining a contact with the Washington office? Did you find that 
in there somewhere ? 

Mr. Myron. In the report ? 

Senator Drrnsen. I think it is in there. 

Mr. Myron. There is a contract, as well as could be maintained, be- 
tween San Francisco and Washington because of the tremendous 
amount of work they do in litigation cases out there. 

Senator Dirxsen. Is it not a lot of lost motion and wasted effort. 
and an inefficient operation to maintain an office in San Francisco 
at the present time ? 

Mr. Myron. I would say, Senator, if we did not have an office in 
San Francisco it would be very necessary to have attorneys who are 
familiar and experienced in alien property law, one or two, who have 
offices in San Francisco or on the west coast. 

Senator Dirksen. But you have 16 people on the payroll out there, 
have you not, according to your report ? 

Mr. Myron. We have in San Francisco 4 attorneys and 11 of cleri- 
cal help. 

Senator Dirksen. That is 15 that you have. 

Mr. Myron. That is true, sir. I can tell you the expenses of that 
office. 

Senator Hernprickson. What do you pay the two full-time 
attorneys ? 

Mr. Myron. There were 4 full-time attorneys out there, but 2, as 
T said, are involved principally in litigation in the courts on the 
west coast at the present time. 
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senator Dirksen. Do they make timesheets in these offices and 
der timesheets to you as the administrative head of Office of Alien 
P operty, or does the office run itself? 
ope Myron. They do not submit timesheets e xcept the usual routine 
eave slips, or things of that sort, and are handled from San Francisco 
ugh the central Washington office. 
Senator Dirksen. Tell us about the Manila office. 

Senator Smrrn. Let me ask this question. Is there any supervision 

the San Francisco office by anybody out of your office here? 

Mr. Myron. Yes, sir. 

Senator Dirksen. How is that done? 

Mr. Myron. The attorneys in San Francisco are supervised in their 
work by the Chief of the Litigation Branch. 

Senator Dirksen. Where? 

Mr. Myron. Here in Washington. 

Senator Dirksen. How do you do that, by going back and forth? 

Mr. Myron. No, sir. By correspondence, and on some occasions it 
has been necessary to send a man out to San Francisco on particular 
Cases. 

Senator Henpricxson. Do I understand that you have this San 
Fr - isco office running out there with 15 people and no authorita- 
tive head of the operation at all? 

Mr. Myron. There is a chief of the branch in San Francisco. 

Senator Dirksen. Who is he? 

Mr. Myron. That was Valentine Hammack. I am advised that he 
has resigned. 

Senator Smiru. Before we leave that, the chairman asked you about 
this report that was prepared by Mr. Sapp and his associates under 
my chairmanship. Have you read that report ? 

Mr. Myron. Yes, sir, I have 

Senator Smirn. Perhaps you would want to read it again. 

Mr. Myron. I would like to read it 2 or 3 times. 

Senator Smiru. I am sure neither Mr. Sapp nor Mr. Bard nor any- 
one who participated in the preparation of that report has any pride of 
authorship. They had to rely on the facts presented them. I wish 
you would read that report again, and again, if necessary, and tell 
us if there are any inaccuracies or errors that appear in that report so 
that we may be sure to get the facts before the committee. It may be 
that there are some errors there, and that would be human. We would 
like to know what the errors ave. 

Mr. Myron. We shall be glad to do that. 

(The material referred to is as follows:) 


SUPPLEMENTARY STATEMENT BY PAaut V. Myron, Deputy Director, OFFICE oF 
ALIEN PROPERTY 


1. The first full paragraph of page 2 of the interim report states that the Office 
of Alien Property reports it had 850 employees as of June 30, 1952. 

Comment.—The actual number of employees on that date was 524. The Office 
has never reported the figure of 850 for that date. 

2. It is stated on page 2 that Mr. Donald C. Cook had the title of Assistant 
\ttorney General. 

Comment.—Mr. Cook was a special assistant to the Attorney General and was 
never appointed an Assistant Attorney General. However, each Director of the 
Office subsequent to Mr. Cook was appointed an Assistant Attorney General. 

3. In the first full paragraph of page 3 the statement is made that “of the 
approximately 4,500 claims filed * * * up to 1946, less than 200 claims were proc- 
essed to a conclusion.” 
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Comment.—The Claims Branch workload statement submitted to the Bureay 
of the Budget shows that 80 claims were closed in 1944 and 142 in 1945, a tota) 
of 222. 

4. The second sentence on page 4 implies that there is no appeal from a decision 
of a hearing examiner which allows a claim. 

Comment.—In fact, the Claims Branch may appeal such a decision to the 
Director of the Office. 

5. At page 4 referring to table I, a workload statement of the Claims Branch 
for the fiscal years 1944-52, it is stated that 3.9 percent of the 47,280 debt claims 
filed have been processed to a conclu:ion. Table I, which appears at page § 
shows the percetnage of debt claims closed as 8.1 percent. 

Comment.—The figure of 8.1 percent is correct. 

6. At page 4 reference is made to the fact that the figures on claims con- 
tained in table V (incorrectly designated as table VI, p. 10) “do not match the 
figures furnished (table I) by the Alien Property Office.” The figures in the 
respective tables are as follows: 


Table I Table V Differenc 


Title claims 
Filed 
Closed 
Pending 

Debt claims 

FP 


iled 
Closed : ‘ 
Pending 4 : 3, 43, 098 
Total 
Filed . 2, 61, 161 +1, 289 
Closed 9, 9, 751 129 
Pending -- ain 52, 51, 410 +1, 418 


Comment.—The figures in table V were apparently obtained from the sub- 
committee’s examination of the docket sheets maintained by this Office. That 
examination included claims filed up to and including September 17, 1952. 
(Claim 61081) table I included claims through June 30, 1952 (claim No. 60838). 
On December 22, 1952, Mr. Creighton, Chief of the Claims Branch, of this Office, 
advised Mr. Sapp, then the chief counsel of the subcommittee, by memorandum 
that as a result of an examination of all the claims filed it was discovered that the 
figures previously given for claims received was in error and corrected figures 
were given covering all claims received through September 30, 1952. However, 
since the interim report uses the figures of June 30, 1952, a correction should also 
have been made in the figure for the claims received as of that date. If that cor- 
rection had been made in table I on page 8 it would have shown the following as 
of June 30, 1952: 


Total title claims filed 14, 256 
Total title claims closed 

Percentage closed_-_- 

Total debt claims filed 

Total debt claims closed 

Percentage closed 

Total all claims filed 

Total all claims closed__- 9, 622 
Percentage closed_______- a oie 15.7 
Total claims pending 51, 678 


On October 3, 1952, this Office had previously advised Mr. Sapp that in addition 
to the claims considered by him in connection with the study upon which table V 
is based there was a series of claims on Forms APC-16 and 17 for the return of 
patents which were designated A-claims and which were not covered in the 
docket books which his staff had examined. 

If there had been available to Mr. Sapp the corrected figures of June 30, 1952, 
table I would show a total of 61,300 claims received. Between July 1, 1952, and 
September 17, 1952, an additional 243 claims were filed, or a total of 61,543. 
Adding to the figure in table V of 61,160 claims filed, the 462 A claims mentioned 
above, that total comes to 61,622. The difference between the figures in table 
V and table I as corrected is 79 claims out of more than 61,000, or approximately 
1/10 of 1 percent. 
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At pages 4-5 reference is made to a table described as “the administrative 
| balance” of the Office as of June 30, 1952, showing an estimated monetary 
ie of all claims filed as $1,048,814,531.11, and $112,203,233.21 as the value of 
claims thus far processed, or slightly more than 5 percent. 

Comment.—I am unaware of the source of these figures, according to which, 

r example, the monetary value of “title claims filed and pending” is $427,241.26. 

s. At page 7 reference is made to table 1V (p. 9), relating to title claims, in 

spect of which it is stated: 

his table shows that the time between filing of claim and commencing of 
k by the Claims Branch on the claim and the time between filing of claim 

nd final determination of claim has markedly increased over the years during 
existence of the Claims Branch. In the period 1944-48 for the claims 
ilyzed, the average time between filing of claim and final determination was 

7 months, and in 1952 the average time between filing of claim and final 
determination was 46.6 months. The average time between filing of claim and 

| determination of all allowed title claims was 31.7 months. 
Comment.—Table IV shows that the above statement is predicated upon a 
ipling of 103 claims. The total number of title claims closed as shown by 
table is 5,799. Thus, it is apparent that the conclusion reached in the report 
ased on an examination of 1.8 percent of the total number of closed title 
ms. While it is probably true that over the years there has been an increase 
the time between the filing of claims and their final disposition, this does not 
mean that there has been an increase in the time actually spent in the processing 

individual claims. Claims having been filed in much larger numbers than 
lispositions, and processing having been undertaken generally speaking in 
crder of filing, there has been an increase in the time between filing and 
disposition. 

9. At page 7 the following statements are made: 

The Title Claims Section has disposed of approximately 6,000 claims; it has 
IS lawyers, 2 of whom are acting in supervisory capacities, and it has had from 
13 to 15 lawyers handling claims since August 1946. These 6,000 claims have 

“n disposed of by either allowance, dismissal, or withdrawing. In the Title 
Claims Section the average lawyer investigates and processes to a conclusion 
between 80 and 40 claims per year. It, therefore, is a reasonable conclusion 
that 9,000 claims left out of the 15,000 claims filed will require approximately 
20 additional years to process. 

Comment.—It will be noted from the figures of title claims closed in table I 
»p. 8) that for the 5-year period 1948-52 the disposition of title claims has 
averaged 1,061 claims per year. On this basis, it would take not 20 years but 
8.5 years to process 9,000 title claims. Moreover, our corrected figures as of 
June 30, 1952, show instead of 9,371 title claims pending 8,457. In addition, for 

7-month period ending January 31, 1953, 1,087 title claims were disposed 
or at a monthly rate of 155. Assuming this monthly rate is maintained for 

the balance of the fiscal year, it would result in a disposition of 1,860 claims for 
the year. At such a yearly rate of disposition, the 8,457 pending title claims 
vould be closed out not in 20 years but in 4.5 years. 

10. At page 8 the statement is made that approximately 10,200 debt claims 
have been filed against the vested property of the Hamburg-American Line and 
the North German Lloyd Line. 

Comment.—The correct figure is 2,200 claims. 

11. The fourth full paragraph on page 8 contains a statement that there is a 
duplication of effort, slowness of proceess, etc. throughout the Claims Branch 
“which results in a decided lack of promptness and definite inequitable adjudi- 
cation of claims under the act.” 

Comment.—For a comment on this statement I wish to refer to page 260 of the 
stenographic transcript of Mr. Thomas H. Creighton’s testimony on February 
-6, 1953 before the subcommittee. 

12. On page 12 the interim report contains statements and figures purporting 
to show that the Management and Liquidation Branch received 30.5 percent of 
the total funds authorized for this Office in the fiscal year 1950; 31.1 percent 
of the authorization for the fiscal year 1951; 38.9 percent of the authorization for 
the fiscal year 1952 and will receive 36.5 percent of the authorization for the fiscal 
vear 1953. 

Comment.—The figures presented do not reflect the amounts allocated to the 
Branch for its own operations and personnel but represent the total portion of 
the Office authorization which is estimated to be involved in management and 
liquidation functions. For example, a considerable part of the operating and 
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personnel expenses of the Comptroller’s Branch are included in the figures men- 
tioned above. The Management and Liquidation Branch itself has at this time 
only 58 employees, the total of whose salaries is approximately $349,000. 

13. The Management and Liquidation Branch is criticized at the bottom of 
page 12 on the ground that it has been lacking in efficiency and that “progressive 
liquidation has not taken place.” The report also states at this point that 
the Branch has not obtained adequate financial and operating data from business 
enterprises and is not familiar with the status of such enterprises under its 
jurisdiction. 

Comment.—In my opinion these conclusions are not justified. The Branch 
receives periodic reports concerning the operations and finances of all going 
concerns under its supervision and, furthermore, is kept informed by the directors 
representing the Attorney General's interests. It also keeps informed concerning 
all changes in the status of the dormant enterprises which are being liquidated 
piecemeal. The actual liquidation of these enterprises is handled for the most 
part in the field offices. Since these enterprises are dormant, there is no 
point in requiring periodic reports concerning them. Consequently, the fieid 
offices do not ordinarily make reports to the Washington office concerning any 
particular enterprise as long as its status does not change. The criticism in 
the interim report may be based on the erroneous conception of the amount of 
the Office budget allocated to the Branch (see point 12 above). 

14. At the bottom of page 13 the report states that this Office has informed 
the subeommittee that the vested interest in Carl Zeiss, Inc. is now being prepared 
for public sale. 

Comment.—The Office has no record of submitting such information and, in 
any event, the vested interest in Carl Zeiss, Inc. is not now available for sale, 
There is certain litigation pending against the corporation in which the plaintiff 
seeks damages in excess of the corporation’s total net worth. Pending the dis- 
position of that litigation it is impracticable to offer the vested interest for sale 

15. On page 14 it is stated that the Office has taken no steps to liquidate its 
interest in Adloff Realty Corp. since May 19, 1952. 

Comment.—Actually steps are being taken to dispose of certain of the corpo 
ration’s assets by public sale in order to permit liquidation and dissolution of 
the corporation. 

16. At page 14 it is stated that the highest bid in the American Felsol case 
was $21,000. 

Comment.—The correct figure is $41,000. 

17. The comments on General Aniline & Film Corp. beginning at the bottom 
of page 14 make an implied criticism of the corporation’s annual report for 1951. 

Comment.—The report was prepared by Arthur Andersen & Co., New York, 
N. Y., a well-known firm of certified public accountants, and was prepared in 
accordance with accepted accounting standards. 

18. At the bottom of page 15 it is stated “It would certainly appear that 
[William Prym, Inc.] was in a position either to pay off in whole” certain vested 
obligations or “‘to set up a payment plan which would liquidate the obligations 
within a reasonable period of time.” 

Comment.—This statement fails to disclose the existence of a dispute in this 
matter. The company challenged the existence and the amount of the vested 
obligations. The dispute has now been narrowed to the question whether such 
obligations are payable at the prewar rate of exchange of German marks or at 
a rate of exchange taking into account the postwar conversion of marks on the 
basis of 10 old for 1 new. 

19. At the top of page 17 the report indicates that there has been undue delay 
in disposing of business enterprises which are in the process of complete liqui- 
dation. At the top of page 18 the suggestion is made that foreign accounts 
receivable and other foreign assets of certain of these enterprises could be vested 
individually by this Office in order to hasten their liquidation. 

Comment.—In almost all of the pending liquidation cases the conversion of 
assets to cash has been carried as far as possible so that these companies are 
now merely shells. In addition, their unliquidated assets are for the most part 
foreign accounts receivable and other foreign assets which present difficult prob- 
lems of collection and liquidation. The Office has deliberately refrained from 
writing these assets off in view of the possibility that they may prove valuable 
as the result of agreements with foreign governments and as the result of the 
expected revalidation of certain obligations of foreign issue. The suggestion 
at the top of page 18 is practicable only where the Office is the 100 percent owner 
of an enterprise and where, in addition, the enterprise has sufficient assets, aside 
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the foreign items, to pay creditors. There are few such enterprises still 
eing liquidated. The existence of the rights of minority stockholders and of 
editors prevents such vesting action in the remaining cases, 

%), At the bottom of page 45 there appear statements which indicate the possi- 

lity that certain persons employed by this Office who are named in the lists of 

e House Committee on Un-American Activities and in similar lists, have not 
heen checked by the FBI. 

Comment.—It is my understanding that those persons first employed by this 
lice after it became a part of the Department of Justice received the usual 
FBI investigation prerequisite to Department of Justice employment. The per- 
sonnel of the Office already employed by it at the time it became a part of the 
Department of Justice, underwent the scrutiny required by the President’s loyalty 
program beginning in 1947. 

21, The last paragraph on page 49 includes the statement that an individual 
irawing approximately $7,000 per year as salary was employed by a vested 

terprise at a starting salary of $30,000 per year. 

Comment.—I am advised that the person referred to is one Francis Allen 
vho was hired on December 20, 1943, by General Aniline & Film Corp. He had 
previously been employed by the War Production Board. A search of our records 
has failed to reveal that he was ever employed by the Alien Property Custodian. 
1 am informed that Mr. Allen died in February 1946. 

22. The last paragraph on page 49 indicates that attorneys’ fees in 13 com 
panies, as listed in the tables beginning on page 50, total more than $4 million. 

Comment.—In the cases of Fratelli Branca Co., Inc., Seeck & Kade, Inc., Kar] 
Lieberknecht, Inc., Schering Corp., General Dyestuff Corp. and General Aniline 
& Film Corp., and Herman Basch & Co., Inc., these attorneys’ fees include con- 
siderable amounts paid by the companies prior to vesting action by this Office 
in other words, a considerable portion of these fees were paid prior to Government 
control of the companies. The actual amount of the fees listed for these 13 com 
panies paid subsequent to vesting is approximately $3,282,000. 

23. The paragraph beginning at the bottom of page 62 discusses the sum of 
$100,000 allocated annually to the Department of Justice by this Office and 
criticizes the lack of an accounting for this sum. 

Comment.—In connection with this matter I refer you to the letter addressed to 
Senator Dirksen by William P. Rogers, Deputy Attorney General, on March 13, 
1953, which among other things attached a statement concerning this $100,000 
illocation prepared by 8S, A. Andretta, Administrative Assistant Attorney General. 

24. Page 63 contains a discussion of costs and expenses vesting orders issued 
hy this Office and of the collections effected by this Office pursuant to such orders. 
This portion of the report ends by indicating that there has been a “lack of an 
aggressive collection program.” 

Comment.—This Office appeared in a total of 3,405 estates in behalf of 8,867 
aliens and incurred expenses totaling $353,936.46. Of this total, $8,512.10 even- 
tually proved uncollectible for such reasons as insolvency of the estate, judicial 
decision that the alien took no share in the estate, etc., leaving a net balance to 
be collected of $345,442.36, The vesting program with respect to costs and ex- 
penses was ended by March 1951. By June 30, 1952, a total of $333,700.10 had 
been collected. Thus 97 percent of the vested amounts had been collected within 
15 months after completion of the vesting program. In my opinion this shows 
that there was no “lack of an aggressive collection program.’ The sum of 
$11,846.97 uncollected as of June 30, 1952, includes (1) amounts vested from 
assets which are involved in litigation or other probate difficulties preventing 
final closing and (2) amounts vested from portions of inheritances which consists 
of contingent future interests not yet matured. As to these, of course, collection 
is impossible at this time. It should be added that the average vesting against 
each alien is less than $50 and that any collection program involving substantial 
time or expense would be unjustified. 

25. The third item listed in the table at the top of page 66 is designated “admin 
istrative expenses recovered under section 34 (d).” 

Comment.—Section 34 (a) of the Trading With the Enemy Act does not author 
ize any recovery of administrative expenses. It merely provides that prior to the 
payment of any debt claims against a particular account, there shall be deducted 
from that account the amount of the expenses of this Office and the taxes paid 
by this Office. The above misconception concerning 34 (d) also appears in the 
middle of the last paragraph on page 66. 

26. At the bottom of page 66 it is stated that administrative expenses applicable 
to certain alien accounts have not been charged thereto. 
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Comment.—Administrative expenses consisting of direct expenses and the 
20 percent administrative charge are being debited to the alien accounts currently 
in connection with the computation of free balances in such accounts for purposes 
of transfer to the war claims fund. 

27. At the top of page 67 it is stated that administrative expenses recovered 
from Philippine vested property, in the amount of $30,955.96, represent an arbi- 
trary charge recovered in the same manner as administrative expenses recovered 
under section 34 (d). 

Comment.—As indicated in point 25 above, section 34 (d) is not an author- 
zation for charges. The sum of $50,955.96 is a measure of the services per- 
formed by this Office in connection with Philippine alien property. This sum 
is recovered pursuant to Executive Order 10254 which effected a transfer of 
the functions of the former Philippine Alien Property Administration to the 
Attorney General. 

28. At the end of the second paragraph on page 67, the report charges this 
Office with using terminology to give the impression that it has transferred 
an aggregate of only $30,426,163.53 of World War II vested funds for use in 
its operations. 

Comment.—The basis for this charge is not apparent from a reading of the 
report although it may be based on the table which appears at the top of page 66. 
That table does not make it clear that the sum of $5,597,225.76 set forth as 
the total of item (2) of the table is wholly derived from World War ITI vested 
property. Although a table similar to this one is used internally in this Office 
as a form of worksheet, this Office has never published a table similar to this 
one and has never publicly used terminology of the sort appearing therein. The 
financial statements in the annual reports of this Office make it clear that aside 
from relatively small sums obtained from license fees, etc., the operations of 
this Office have been paid for with funds from the World War I account, plus 
funds derived from World War II vestings. Needless to say, Congress is well 
aware of the total amount of World War ITI funds which have financed the 
operations of this Office by virtue of the hearings which are held annually 
before the Appropriations Committees. It might be added that a reading of 
the annual reports of this Office, beginning with the report for the fiscal year 
ended June 30, 1944, will give a complete, accurate, and easily understood 
narrative of the financing of the operations of this Office. 

29. At the beginning of the section on page 68 entitled “Comptroller’s Branch” 
it is stated that the Office of the Comptroller is overstaffed and that accounting 
procedures are being followed which expand the actual accounting rather than 
consolidate the records necessary to account for alien property. 

Comment.—The report does not indicate upon what facts the conclusion of 
overstaffing is reached. In my opinion, the statement is inaccurate. I might add 
that in the report presented by Mr. Bard at the hearings before your subcom- 
mittee on March 11, 1953, he stated that the personnel of the Comptroller’s 
Branch should be temporarily augmented. 

As to the assertion that procedures are being used which expand actual ac- 
counting, the meaning of and basis for the statement are not apparent. The 
operations of the whole Office, and of the Comptroller’s Branch in particu- 
lar, have been audited each year by an independent firm of certified public ac- 
eountants. During the history of this Office, three such firms have been employed 
at one time or another. All of them have been charged with making suggestions 
as to the procedures used in accounting by this Office and certain suggestions have 
been adopted from time to time to improve such procedures. However, at no time 
has the criticism been made by these accounting firms that the procedures of 
the Comptroller’s Branch involve any expansion of accounting work. 

30. The first full paragraph on page 69 includes a statement that the Office 
accounting system does not provide for a reference on the alien accounts to the 
claims which have been filed. 

Comment.—That statement is correct. The Comptroller, however, does not 
believe that such a reference is necessary since he maintains a claims ledger 
in which all claims filed against a specific alien account are recorded. 

31. The second full paragraph on page 69 contains a statement that no alien 
account or claim account has been actually closed out and that no ledger sheets 
have been transferred to an inactive binder. 

Comment.—I am advised by the Comptroller that the statement that no alien 
account or claim account has actually been closed out is not accurate. It is true 
that ledger sheets for closed accounts have not been transferred to an inactive 
binder. There are not sufficient accounts in this category at this time to make 
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edger so unwieldy as to require transfer of the closed accounts. The Comp- 
er states that personnel of the Comptroller’s Branch has many occasions 
efer to such accounts, which if transferred to other ledgers would require an 
litional step in the process of search. 
At the bottom of page 69 and at subsequent places in the report, reference 
ade to the accounting work and to the transfers of funds occasioned by the 
sions of the War Claims Act of 1948. 
mment.—Except for comment 34 hereinafter, no comments on these refer- 
in the interim report will be made herein. In lieu thereof, I refer you 
e Deputy Attorney General’s lette: of March 13, 1953, by which he submitted 
mplete report to you on the transfer to the war claims funds of sums aggre- 
1g $150 million. 
At the top of page 71 statements are made that the Comptroller has not 
irged the alien accounts with all of the conservatory expenses, has not at- 
tempted to charge alien accounts with administrative expenses (that is, the 
2) percent recovery), and has not attempted to close out accounts that have been 
ipletely liquidated and, finally, has not transferred the balances remaining 
ien accounts to the war claims fund. 
Comment.—As to the charging of conservatory expenses, they are presently 
imulated and charged to the alien accounts principally when property is 
returned or when debt claims are paid. They are also being charged to the alien 
accounts in connection with the transfer of free balances to the war claims fund. 
It is considerably less expensive to accumulate all conservatory expenses and 
harge the total to particular alien accounts at an appropriate time than to 
rge the accounts with numerous items of conservatory expenses as they occur. 

With respect to the 20 percent recovery, it should be noted that not all alien 

ounts are subject to this charge, but only enemy accounts. As to enemy ac- 

ints, the 20 percent charge has been made prior to the time debt claims are 
paid, pursuant to the requirements of section 34 (d). The 20 percent charge is 
also being made currently against accounts which are being closed out in con- 
nection with the transfer of free balances to the war claims fund. 

34. At the bottom of page 71 a statement appears which leaves in doubt the 
sufficiency of the funds available to cover the payments of $150 million thus 
far made to the war claims fund. 

Comment.—In this connection you will recall that at the hearing before your 
subcommittee on March 11, 1953, at which Mr. Downey, the Comptroller of this 
Office was present, Mr. Schlezinger of this Office stated after conferring with 
Mr. Downey that from information just compiled it has been determined that 
there is a total of at least $120 million now free and clear for credit against 
the advance of $150 million. This sum of $120 million is over and above the 
reserve of 100 percent set up by this Office to cover the amounts sought by sec- 
tion 9 (a) litigants. 

35. The second full paragraph on page 74 states that because of the manner 
of accounting for vested properties, there is presented a situation which, in 
some unspecified way, is considered undesirable. The next paragraph of the 
report gives an example of what is presumably such an undesirable situation. 

Comment.—The implications of the statements in the second full paragraph 
are not clear. In the example set forth in the next paragraph, there would be 
no opportunity for concealment. The books of the Office would show that the 
mount of $250,000 was received as a liquidating distribution and not that the 
riginal $1,000 valuation of the stock was being raised to $250,000. On the 
ther hand the corporate books would reflect the cost of the assets sold, the 
mount realized on the sale, and the gain or loss resulting from that sale. In 
the case of corporations liquidated by this Office, the corporate books and 
records are always available for examination as to past transactions. From 
the foregoing it will be seen thus that the Office account would reveal the nature 
of the sum of the $250,000 and would, if complete information were desired, 
direct an examiner to the corporate books. Thus it is difficult to see how there 
could be any concealment of any sort in this example. 

06. At the bottom of page 76 it is stated that the Comptroller’s Branch had 
73 employees at June 30, 1952, and that approximately $22,000 per annum is 
expended for the rental of IBM equipment. 

Comment.—The Comptroller’s Branch had 65 employees at June 30, 1952, and 

employees at December 31, 1952. The rental of IBM equipment is $17,000 

* annum. 

36a. In the first full paragraph on page 77 it is stated that the Comptroller's 


oO 


Office could be reduced from 72 or 73 employees to a mere skeleton staff. 
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Comment.—aAs indicated above, the Comptroller's Office had only 61 employees 
as at December 31, 1952. In my opinion the reduction of this Branch to a skele- 
ton staff would delay the processing of accounting entries and thus have an ad- 
verse effect on the payment of claims and returns of property, payment of taxes, 
and the disposition of matters in litigation. All of these activities require up to 
date accounting information. 

The last full paragraph on page 77 states that a consolidation of the field 
offices would result in a monetary saving of approximately $300,000 to $500,000 
per annum in administrative expenditures. 

Comment.—The basis for this statement does not appear in the Report. | 
am not aware of any studies or figures which would support this statement. 

38. The first paragraph on page 78 states that the Washington office has found 
current information unavailable at branch offices. The paragraph as an example 
quotes from a memorandum addressed to the Comptroller by the manager of the 
San Francisco office, with regard to Adloff Realty Corp. 

Coment.—In fact, this Office has had no difficulty in obtaining from branch 
offices information concerning matters under their control, including information 
with respect to enterprises in which this office has a controlling interest. In 
the ease of Adloff Realty Corp., which is the subject of the memorandum referred 
to, this Office has only 25.64 percent of the outstanding stock. Consequently, 
it is not in a position to take full control of the company. In addition, the San 
Francisco branch was handicapped in this particular matter by the fact that 
Adloff Realty Corp. is located in Los Angeles. In all, therefore, the Washington 
office itself would have encountered the same difficulties that the San Francisco 
branch experienced. 

39. The last paragraph on page 78 states that accounting data and operational! 
reports required currently with regard to business enterprises in liquidation are 
not available to the Washington office in respect to certain enterprises under 
the jurisdiction of the branch offices and that in some cases no financial data has 
been supplied for several years. 

Comment.—All necessary data regarding liquidation cases can be obtained 
by the Washington office at request. It is not necessary for the branches to 
submit periodic reports concerning dormant enterprises in liquidation and the 
field offices do not make reports unless there has been a change of status in an 
enterprise. Thus the Washington office is always aware of developments in 
these cases. 


Mr. Narrn. I think the committee may be interested in the fact 
that there is a $150,000 appropriation to the Department of Justice 
each year to maintain the records for the Office of Alien Property. 


Are you aware that there is a $150,000 payment made to the Depart- 
ment of Justice to maintain the records for your Alien Property 


Office ¢ 

Mr. Myron. I am, sir. 

Mr. Nairn. Would you explain for the benefit of the committee 
how that operates? 

Mr. Myron. That originally came about when the Congress of the 
United States wrote into the appropriation act the use of $100,000 
from the funds received by us to be transferred to the Administrative 
Division of the Justice Department. 

Mr. Nairn. Mr. Myron, would you explain to the committee the 
use of the $100,000 which is transferred to the Department of Justice 
in reimbursement for certain records which they maintain for the 
Office of Alien Property and the purpose therefor ? 

Mr. Myron. You want the purpose and source of the request? 

Mr. Narrn. That is right. 

Mr. Myron. I believe the request was made by the Administrative 
Division of Justice Department for funds to cover expenses in han- 
dling records and other matters for the Office of Alien Property. 


Mr. Nairn. Have they ever made an accounting of this $100,000 
to the Alien Property Office ? 
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Mr. Myron. To my knowledge, no, sir. 

Mr. Narrn. Do you not think that that is rather strange that 
¢100,000 which is appropriated for the use of your office is not ac 
ounted for ¢ 

Mr. Myron. We were requested by the Appropriations Committee 
to transfer $100,000 from our funds to Justice Department, the Ad- 
\inistrative Division of Justice Department, for their operations. 
Now they have not in any way accounted for the funds or itemized 

e expe nditures of their division as far as I know. 

Senator Dirksen. They just estimated that the bookkeeping would 
st $100,000 to have these vouchers and other documents flowing from 
Justice to Alien Property back again up to the Comptroller’s office 
1 New York maybe for a rechec : back to Washington, and so they 
ist lumped off a sum of $100,000 as an additional burden on the De- 
partment of Justice and say, “Transfer this much to the Department 

of Justice account” ? 

Mr. Myron. That was the request of the Appropriations Committee 
of the House of Representatives, and we were ordered to pay $100,000 
to the Administrative Division. 

Senator SmirH. Out of what fund did you pay that? 

Mr. Myron. That is out of the administrative fund of the Alien 
Property which comes from the returns of liquidations of properties. 

Mr. Naren. So if there is anything left from that, if Justice does 
not expend $100,000, it goes into the administrative fund of the De- 
partment of Justice and not into the war claims fund ¢ 

Mr. Myron. That would not be true as far as I know. 

Senator Dirksen. Is the amount exhausted or overexhausted? Have 
you a notion of it? 

Mr. Myron. I do not have figures. 

Senator Samira. Has your Office ever gotten any account from the 
Department of Justice as to how this fund was spent from year to 
year ¢ 

Mr. Myron. As far as I know, no, sir. 

Senator Dirksen. Well, now my experience always was that when- 
ever there was a request from one agency to transfer funds out of its 
appropriated funds to another agency for work done, that they set 
up a reasonably well-itemized statement showing the number of per- 
sonnel involved to do the work, the cost of transportation of people 
and things, the cost of communication, and at least enough to justify 
an estimate without just reaching in the air and saying, “This is 
going to cost us $100,000.” 

Mr. Myron. aaah would be so when there is reimbursement. In 
this particular case the Appropriation Act requires the payment of 
$100,000. Now ‘ustific ation for that $100,000 expenditure might have 
been made by the Administrative Branch to the Appropriation Com- 
mittees of the Congress. 

Senator Dirksen. You certainly would have no legal justification 
under the Alien Property Act to do it unless it was on the basis of 
reimbursement for personal services and other / 

Mr. Myron. That is true. That is the justification for the expendi- 
ture of that money and for the transfer of that money from our funds 
by order of Congress. 
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Senator Dirksen. This would appear to be the first instance that I 
have encountered where it was done on the basis of guess work, where 
there is no broken-down justification for it. 

Mr. Myron. The justification for it may have been with the Appro- 
priation Committees of the Congress. 

Senator Dirksen. But it could not get to the Appropriations Com- 
mittee unless it was submitted by the Department of Justice or the 
Alien Property Custodian through the Budget Bureau before it 
ever got there. Do you know? 

Mr, Scuiezincer. I cannot give you the exact details. 

Senator Dirksen. Suppose you insert at this point in the hearing 
a statement showing whether or not there was a breakdown of the 
justification to show what the $100,000 was for. You would not want 
to leave the committee with the impression that this was just a gift 
to the Department of Justice to be administered any way they saw 
fit without any accounting for it. [ 

Mr. Scutezincer. May I make this one observation? The break- 
downs on this that are furnished the Budget Bureau and the Appro- 
priations Committees of the House and Senate are included in the 
appearance not of the Office of Alien Property but of the Adminis- 
trative Division of the Department of Justice. When the Office of 
Alien Property goes up for its request to the Budget Bureau and the 
House and Senate Appropriations Committees, it carries no informa- 
tion or breakdowns on this subject whatsoever since Congress in the 
Appropriations Act is directly appropriating $100,000 to the Admin- 
istrative Division, Department of Justice, and that Division furnishes 
the justifications. 

Senator Dirksen. Yes, except to say that I never yet saw a transfer 
from one agency to another unless there was a detailed justification 
for it indicating what it involved. I am speaking now about what 
happens in the Appropriations Committee. Now those justifications 
are prepared in your department; they are not prepared up here, and 
so they are submitted, and there ought to be some information on it. 

I should like to see it found and inserted in the record at this point. 

(The information referred to is as follows:) 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


Marcu 6, 1953. 
To: Mr. Paul V. Myron, Deputy Director, Office of Alien Property. 
From: S. A. Andretta. 
Subject: Transfer of funds. 

This is in answer to your inquiry of February 25 relative to the provision in 
the Appropriation Act which transfers $100,000 each year from Office of Alien 
Property funds to the Administrative Division. 

The provision which has appeared in our appropriation acts for the last 5 
years was initiated and put in by the Appropriations Committee of the House 
and not by the Department. After a discussion of the administrative work being 
done by the Department for the Office of Alien Property the committee felt that 
inasmuch as the Office of Alien Property was earning its own keep and was a 
self-liquidating operation it should be considered in the same light as Govern- 
ment corporations and as such pay its own way and not put any burden on the 
taxpayer. With this in mind the committee itself determined that $100,000 
would be a fair share of reimbursement to the Department for the services 
rendered by the latter to the Office of Alien Property. You understand, of course, 
that this the only contribution to the Department by the Office of Alien Property 
for the services rendered by the Attorney General, the Deputy Attorney General, 
myself, other officials, and all administrative services. 
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of the Department. 


ired of the other divisions of the Department. 


gular administrative functions of the Department. 


ide it up by the transfer from the Office of Alien Property. 


(hat amount was the best guess that could be made inasmuch as the work was 
nmingled with that flowing from the other divisions of the Department and 
To set up a system of cost accounting was considered 


d not be earmarked. 
r more expensive and cumbersome than the $100,000 was worth. 
hen the Bureau of the 


estimate as near as we could figure it, which might be helpful to you. 
ember that when we figured it on the ratio of the number of persons we serv- 

| to the total cost, the Office of Alien Property was not charged its full share 
nsidering its 800 employees and that the cost to us of its administrative work 


s in excess of $100,000. 


| think it should be made clear to the committee that we did not add any jobs 

f his service and instead the Congress cut $100,000 out of our appropriation. 
It would seem to me that if the Senate committee has any questions about this 
it they should ask our House Subcommittee on Appropriations about it. In 
this connection you might refer them to the House hearings on appropriations 
the fiscal year 1949 (pp. 62 and 65) and for the fiscal year 1950 (pp. 58 and 

It is my recollection that was the last that was said about the matter 

the transfer of the 


nd the House committee was satisfied from then on that 
mey and its use were well justified. 






ysis, by divisions, showing the estimated cost of personal services rendered 
by the Administrative Division for the Office of Alien Property 


Fiscal year 1950 





Fiscal year 1949 





A verage 
number 


Average 
number 


Cost 





f Administrative Assistant to the 


y General 0.4 $2, 000 0.4 $2, 000 
ints Braneh_. ; 12.2 40, 700 12.2 40, 700 
el Branch 5.4 19, 000 5. 4 19. 000 
sand Procurement Branch 11.6 34, 300 11.6 4, 300 
Administration Branch 1.5 4, 000 1.5 4, 000 


Total 31.1 100, 000 31.1 100, 000 
ived by transfer from ‘‘Administra- 


Expense Fund, Office of Alien 
roperty”’ 50, 000 100, 000 
i from “Salaries, Administrative Divi- 

Department of Justice”’ 50, 000 





Estimated. 


Mr. Natrn. For the purpose of the record, Mr. 
hat question of the Senator, not Mr. Myron. 





I would also like to point out for the record at this time that these 
\dministrative records maintained by the Department of Justice for 
the Alien Property Office involve a very complicated procedure for 
In order to keep 
these documents flowing for the purpose of approval, recording, and 
payment of personnel, the approval must be made in the Office of 
\lien Property, the vouchers sent to Justice for recording; after 
ecording the vouchers are returned to the Washington Office of Alien 


vhich the committee staff can find no justification. 


ENEMY 


\t the time the Office of Alien Property came to the Department the first step 
s to swing it over from an independent agency to the status of a regular divi- 
Therefore one of the first steps we took was to cut down 
the administrative services which had been developed and were being handled 
an independent agency basis and put them on the modest, reduced basis re- 
We did not ask for or get any 
dditional personnel to do this but merely absorbed these operations into the 
The House committee did 
ncrease our appropriation by this transfer but instead reduced the appropri- 
n of the Administrative Division $100,000 as a saving to the taxpayer and 


3udget looked into the matter we furnished the attached 





Fiscal year 1951 





A verage 
number 





Schlezinger answer 
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I do 
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0.4 $2, 000 
12.2 40, 700 
5.4 19. 000 
11.6 34, 300 
1.5 4, 000 















1.1 100, 000 







100, 000 
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Property, and from there transmitted to New York for payment by 
the disbursing officer, whose office is in New York, and then returned 
to Washington for mailing. 

It is no small wonder that $100,000 may be required for such an 
operation. 

Senator Dirksen. Well, now, Mr. Myron, let’s go to your Manila 
office. 

Mr. Myron. In Manila we have one attorney. That office, of course, 
by reason of the transfer of the Alien Property for the Philippine 
Islands deals with claims, litigation in the courts, and the liquidation 
of properties. It is a very unique operation because it is really serv 
icing the Philippine Republic there who will get the benefits of any 
property remaining. 

Senator Dirksen. Now before we go to Tokyo, there must be a 
report from these officers from time to time to indicate their work load, 
indicate what they are doing, and what justification there is for the 
maintenance of these field offices ? 

Mr. Myron. That is true, sir. There are continuing reports from 
these offices to the different branch offices, the branches in the office of 
Washington. 

Senator Dirksen. Under the rule, do you make an annual report 
by the Alien Property Custodian’s Office to Justice and then to 
Congress ¢ 

Mr. Myron. Yes, we do. 

Senator Dirksen. Do you indicate in that report by field office what 
they have been doing ¢ 

Mr. Myron. I believe we do, sir. 

Senator Dirksen. You believe, you do not know? 

Mr. Myron. I think we do give some description of the duties 
performed in the field offices. 

Senator Dirksen. Now your last anual report was rendered when! 

Mr. Myron. 1952. 

Senator Dirksen. I suppose there are additional copies available, 
and I think it would be well if you sent copies to every member of the 
subcommittee. 

Mr. Myron. I would be glad to. 

Senator Dirxsen. Let us look at your Tokyo office. What goes on 
there ? 

Mr. Myron. The Tokyo office is principally an investigative office. 
There we have 1 attorney and 2 clerical. 

Senator Smirn. Just what do they do now? 

Senator Dirksen. I am trying to find out. 

Senator Smiru. Yes. 

Mr. Myron. There is necessarily information required in defend- 
ing claims, in suits, and litigation. It is necessary to get some of that 
information from Tokyo or from Germany, information concerning 
the claimants, their residence, their ownership of property here in 
the United States, ownership questions where owners at the time of 
vesting have died and heirs or successors in interest would take. 

It is necessary to get proof of that before we pay out claims to these 
people. Also whether there are any activities which might be detri- 
mental to the United States in wartime which would cause us to deny 
the claim ; things of that sort. 
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Senator Dirksen. Your only contact with those offices is by mail 

r by telephone or by cable ¢ 
Mr. Myron. By cable. 

Senator Dirksen. I suppose you are in touch with them then prob- 

) » ‘ or 5 times a year, it would appear? 
. Myron. Well, of course, the branches in our office, particularly 
Cleime Branch and Litigation are in constant touch with the in- 
vest iat ive end of the agency’s branch oflices. 

Senator Dirksen. Now tell us about your Munich office. You 
ive 35 people ? 

Mr. Myron. Yes, sir. They are also an investigative office. They 

ve been very helpful in aiding and assisting us in the defense of 
lait ms and litigation. 

ator Dirksen. Do you see any real justification for the mainte- 
nee va these field offices? Is there any reason why that work can- 
ot be consolidated here in Washington under one roof ? 

Mr. Myron. I would say that the two principal offices, investiga- 
ve offices, in Germany and Japan are quite necessary in view “of 

. fact that they obtain evidence which is essential to the defense of 

he claims and suits filed for the return of property which we vested. 

It is information which would not be obtainable otherwise than by 

ersonal contact with the agencies and the individuals, witnesses and 
others who are living in Germany or in Japan. 

| would say muc +h more important is the German office. As you 

ll note, there are many more employees in the German office than 

Tokyo. 

Senator Henprickson. How many in the German office? 

Mr. Myron. In the German office 14, of which 6 are attorneys and 
S clerical. 

Senator Henpricxson. I see. 

Senator Smiru. Six attorneys and eight clerical ? 

Mr Myron. That is right. 

Senator Smrrn. Are they all American? 

Mr. Myron. I believe so. 

Do you know ? 

Mr. Scuiezrmncer. I am not sure. 

Senator Smiru. Are there additional German employees besides 
the 14? 

Mr. Myron. I am not certain. We had better furnish that. 

Senator Dirxsen. Now, Mr. Myron, go ahead. 

Mr. Myron. I was just stating in answer to your question, I think 
the Tokyo office and the German office are essential to the defense, the 
proper defense, of our claim and litigation. 

Senator Dirksen. You testified there is nothing standing in the 
way of consolidating these offices and that the Attorney General is 
nh a position where if he so desires he can issue an order for the 
consolidation of these offices ? 

Mr. Myron. Yes, sir. 

Senator Dirksen. I wish you would document for the record by 
letter or otherwise, whatever is in your files, on the formal steps that 
have been taken to consolidate this operation and to bring it under 
one head and to make it more efficient so that this lag in communica- 
tions and in contact between Washington and New York, Washington 
ind San Francisco, Washington and Munich, Washington and Tokyo, 
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might be overcome in the interests of an efficient operation. If you 
have something to indicate that steps have been taken, I would } 
to see the documentation for it inserted in the record. 

(‘The information is as follows:) 


ike 


SUPPLEMENTARY STATEMENT ON FIELD OFFICES BY PauL V. Myron, DePury 
DrirReEcTOR, OFFICE OF ALIEN PROPERTY 


During the hearing held February 20, 1953, before this subcommittee, it was 
requested that 1 supply for the record the history of efforts made to achieve a 
consolidation of the operations of the field offices of the Office of Alien Property. 

There are six field offices maintained by the Office of Alien Property which per- 
form representational services for substantially all of the operating branches 
of the Office in local areas where operations are of sufficient volume to require 
continuous representation. There is one exception in that the New York office, 
besides maintaining a staff to perform representational services for the operat 
ing branches in Washington, also contains the Comptroller’s Branch, which 
performs accounting functions for the entire Office of Alien Property. 

No action has been taken toward the discontinuance or consolidation of the 
purely representational field offices, since their services are necessary to the 
operations of the Office as a whole, and no savings of money or increase in 
efficiency would result from their abolition. On the contrary, their abolishment 
or consolidation would impair the efficiency of the Office by depriving the operat- 
ing branches in Washington of a local point of contact with the problems in those 
areas. 

It may be helpful for the subcommittee to review separately the operations of 
each of the field offices, including the New York office. 

The Munich office is primarily an investigative unit, and originally arose out 
of a series of special missions to Germany shortly after the end of active hos 
tilities by investigators and lawyers detailed from Washington to investigate 
particular cases. A majority of the vested property held by this Office is prop- 
erty which, at the time of vesting, was owned by Germans. The former owners 
may secure return under the statute if they prove, either in litigation or claims 
proceedings, that they are eligible under the provisions of the act. As this sub- 
committee is aware, a substantial amount of vested property is subject to claims 
and litigation under the act. Administrative returns to persecuted persons 
or refugees usually involve an adjudication of the status of an individual who 
lived in Germany for a considerable portion of the last 10 years. Section 9 (a) 
suits for return of vested property normally involve the questions either of 
residence in Germany or of activities on behalf of German individuals and com 
panies cloaking the property subject to litigation. Many of these cases involve 
the effect of transactions partly undertaken in Germany affecting the title to the 
property in the United States. Unless this office is prepared to let the litigation 
and claims go uncontested, it must have evidence as to the status and activities 
of the claimants and as to the title to the property. In a majority of cases this 
evidence can only be found in Germany. Property of former German owners at 
issue in section 9 (a) Cases is in excess of $125 million. It is believed that the 
abolition of the Munich office and its replacement by special missions would be 
more expensive and less efficient. The Munich office consists of 48 persons. Of 
this number, 14 are paid from funds of the Office of Alien Property and 34 are 
German personnel supplied by the Office of the High Commissioner for Germany, 
as part of occupation costs from the German economy. It is contemplated that 
the additional German personnel will not be furnished from this source beyond 
the present fiscal year, and accordingly consideration must be given to increase 
in the cost of this office. 

The Tokyo office performs in Japan the same functions as the Munich office 
in Germany. It was established in 1951 after the termination of the occupation 
government of Japan, to take over investigative functions that had been previ- 
ously provided through occupation authorities. It has only three employees 
and is the sole direct point of contact of the Office of Alien Property for the 
discovery of evidence relating to the Japanese vested property that is subject to 
claims and litigation. As this subcommittee was informed during the testimony 
of the Chief of the Claims Branch of this Office, by far the largest share of debt 
claims filed against vested property consists of claims arising out of the operation 
of the large Japanese foreign exchange banks. To process these claims, it is 
necessary to determine the amount actually shown on the so-called yen certifi- 
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es of deposit issued by these banks. The only bank records are in Japan 
rhere are also claims for return by Japanese residents, which require some 

estigation of the activity of the claimants in Japan, if the requirements of 

return statute are to be complied with. 

Che Honolulu office, with 12 employees, performs representational functions 

incipally for the Litigation and the Management and Liquidation Branches 

\Vashington. At the present time we are advised that the United States 
rney’s office has insufficient staff to handle the actions pending against the 
ce in Honolulu, and accordingly our attorney there is required to provide for 
defense of the 12 actions. Moreover, the offices of the United States attorneys 
most cases involving the Office of Alien Property require a considerable 
ount of assistance from this Office because of the specialized and technical 
ure of the cases. Accordingly, even if the United States attorney’s office in 

Hawaii were properly equipped to handle the litigation directly for this Office, 
vould still be necessary to provide assistance to it. 

In addition to the litigation functions, however, the Honolulu office is responsi- 

for the administration of two business enterprises in which there is a sub- 
stantial vested interest held by this Office. Protection of the vested interests 
quires that there be available someone who can attend directors’ meetings 
ind supervise the operations of the enterprises. There are also two enterprises 
which the Office holds a substantial minority interest, which requires that 
ere be some supervision of the operations of the enterprises. There are also 
14 enterprises presently being liquidated under Hawaiian law in which this 
Office owns substantial interests. Three of these enterprises are banks. Em- 
ployees of the office in Honolulu serve as liquidating trustees in those cases, and 
they must be available to claimants in the liquidation if there is to be adequate 

mpliance with the local liquidation laws. The Honolulu office manages 26 
real property items, for which local management is necessary, and which would 
have to be supplied by outside sources unless the office were maintained. A 
substantial number of title and debt claims were filed by members of the con 
siderable Japanese community in Hawaii, which have called for extensive 
nvestigation in Hawaii. The services now being performed in Honolulu would 
have to be performed in any event. One alternative to the present arrangement 
might be to add to the local United States attorney’s staff, procure commercial 
agents to manage property where such would be possible, and arrange for special 
details of personnel from Washington or San Francisco to perform the residue 
of necessary work. This alternative would result in a higher cost, and less 
efficient operations, 

The San Francisco office, with 14 employees, performs necessary representa 
tional functions for the Office of Alien Property in the Western United States 
\t the present time there are 258 probate cases involving the Office pending in 
the area served by the San Francisco office, of which the majority will be con- 
tested under the reciprocal inheritance statutes of those States. There are 15 
section 9 (a) suits and miscellaneous actions presently handled through the 
San Francisco office. 

In addition, the San Francisco office has responsibility for the administration 
of substantial interests in property, which requires active local administration. 
t is responsible for vested interests in four business enterprises. Two of these 
are majority interests involving representation at directors’ meetings and 
general supervision of the enterprises. Two are minority interests, requiring 
less active supervision. It is responsible for local administration of 98 parcels 
of real property and assists in the liquidation of 6 banks. The manager of the 
San Francisco office is liquidating trustee for one of these banks, a job which 
requires substantially continuous presence in this area. 

As noted with respect to the Honolulu office, the San Francisco office could 
he abolished only if adequate representation could be obtained through other 
means. However, the litigation alone would probably require four additional 
attorneys for the local United States attorney’s office. Special details to San 
Francisco to handle the remaining necessary work would be possible. There is 
no doubt that this alternative setup would involve greater expenditure. 

The New York office has two distinct functions. The first is that of the Comp- 
troller’s Branch, with 62 employees, which handles the accounting activities of 
the Office of Alien Property ; the remaining part of the New York office, with 35 
employees, performs representational services in New York similar to those 
performed by the other field offices. 

Very serious consideration has been given from time to time to consolidation 
of the Comptroller’s Branch with the Washington activity. There is little doubt 
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that to have ready access by all units of the Office in Washington to the account- 
ing records would be far more convenient than the present system of mail and 
telephone communication. That convenience of access would undoubtedly tend 
to speed up the activities of the Office. However, attempts to secure adequate 
space in Washington over the last few years have not been successful. For 
example, the Office was not able to secure space in Washington a year ago when 
the New York office was required to vacate the space then occupied. 

With the transfer of the Comptroller's Branch to Washington, a substantia 
part of the remaining functions of the New York office should also be transferred 
to increase the efficiency of the operations. All of the functions could not be 
transferred, since the supervision of business enterprises and litigation in the 
New York area would make it advisable to retain a very small staff in New 
York for this purpose. 

By far the greatest concentration of going concerns supervised by this Office 
is in the New York area. Some of the work involved in supervising these com- 
panies undoubtedly could be transferred to Washington and handled in thie 
same manner as the supervisory work in connection with business enterprises 
located in other parts of the country. Other companies located in the New York 
area, however, require extremely close supervision which can be performed 
most economically and efficiently by persons located in New York City. Accord- 
ingly, a small staff should be maintained in that city for the purpose of carrying 
on this type of work. To the extent possible, directorships on the boards of New 
York companies should be filled by these New York employees, so that the 
expenses and delays attendant to travel to and from Washington and New York 
will be reduced to a minimum. 

Since a great many of the liquidation cases involve New York enterprises, 
there is still some work that would have to be performed in New York even if 
the liquidation function is transferred to Washington. Among the activities 
that could best be handled by persons in New York are negotiations with State 
tax officials and activities connected with the defense of litigation in the New 
York courts involving companies in liquidation. This work could be performed 
by the employees stationed in New York to supervise business enterprises. 

In addition, there is a staff of four people who are engaged in processing the 
mass of stored records of closed liquidation cases involving business enterprises. 
As noted in the course of the hearings by Senator Smith, the books of this Office 
record only the net equity vested and transactions in the property of the liqui- 
dated enterprise may be studied only through the corporate books. To keep 
these records available and to process those which are obsolete for destruction, 
continued maintenance of the present staff would be necessary. 

The small staff remaining in New York for these purposes could also perform 
any necessary informational work, liaison, or services for other branches of 
the Office which might be required. They could also handle routine work in 
connection with public sales where it is desirable that such sales be conducted 
in New York City. I believe it would be advisable for the staff assigned to 
this office to include at least one lawyer for assistance in legal matters pending 
before the courts in liquidation cases and in probate litigation and to furnish 
legal assistance in public sales and other work of that office. 

The Manila office is in many respects unique among our field offices. It does 
not require any substantial expenditure from the general fund of vested 
property which will be available to the war claims funds. It is necessary to 
administer the functions of vesting and administering enemy property in the 
Philippines, for the benefit of the Philippine Republic which this Office acquired 
as successor to the Philippine Alien Property Administration pursuant to the 
directions of the General Appropriation Act, 1951, by Executive Order 10254 of 
June 15, 1951. 

The salary of the manager is paid in the first instance from our general funds: 
although as a matter of law, those funds will eventually be reimbursed from 
the Philippine funds. The remaining functions of that office involving 1 Ameri- 
can and 30 Filipino personnel are compensated directly from the Philippine peso 
account, the proceeds of which are transferable to the Philippine Republic. 

The distance to the Philippines, the special problems under local law, the 
defense of cases in the Philippine courts, the need for local representatives in 
administering and liquidating the property there, all these elements make it 
absolutely necessary to maintain this office until completion of the Philippine 
program. Serious consideration has been given to possible legislative proposals 
amending the Philippine Property Act of 1946 to permit an early closeout of 
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his operation. The matter is one so involved in foreign-relations policies that 

» firm recommendations are possible until there has been consultation with 

oncurrence by the State Department. 

Senator Henprickson. Mr. Chairman ? 

Senator Dirksen. Senator Hendrickson. 

ator Henprickson. Mr. Myron, in your colloquy between your- 
per the distinguished Senator from North Carolina when you 
describing or when you were attempting to describe how long 
would take to liquidate, you were talking about the two types of 

\ims. You mentioned the fact once or twice, I think, and you used 

e term “under the present law.” 

The n at one point you said something which suggested to me that 

e legislation might help you reduce your expenditures and operate 

re efficiently. Now have you ever since you have been in the office 

nown of any of the Administrators of the Office, including yourself, 

ive you heard anybody come to Congress for remedial legislation 

to help you with your problems, to help you accomplish some of these 
nsolidations ¢ 

Mr. Myron. Of course, in my experience in the Custodian’s Office 
ind Justice Department, sections 32 and 34 and other sections were 
discussed with the Department, and the Department’s views were 
ibtained. On some occasions the Department suggested changes or 
unendments to various portions. 

Senator Henprickson. When you used the term “under the present 
law” in your colloquies with the Senator from North Carolina, you 
must have had some thought about inadequacy of the present law ¢ 

Mr. Myron. Not so much inadequacy as legislation hich requires 
1 burdensome job in administration, particularly of debt claims. 

Senator Henprickson. Have you ever formulated any recommenda- 
tions with respect to this legislation ? 

Mr. Myron. I have not personally ; no, sir. 

Senator HenprickKsoNn. Has anybody else in the office? 

Mr. Myron. There have been some ideas along those lines formu- 
lated in the Office, some recommendations. 

Senator Henprickson. Were they ever transmitted to the Congress ? 

Mr. Myron. I think in some respects, yes, sir, that some have been 
recommended. 

Senator Henprickson. If they have at any time, would you docu- 
ment that fact for the committee / 

Mr. Myron. Yes, sir. 

Senator Henprickson. Thank you, Mr. Chairman. 

The Carman. Senator Smith asked you how long it would take 
to expedite these claims for settlement. You said “Tf we get legisla- 
tion, we can.” What did you have in mind? What kind “of legisla- 
tion do you recommend or have you recommended in the past ? 

Mr. Myron. Well, that of course would be my own personal opinion 
what the debt program involves. I think Mr. Creighton will prob- 
ably give you a very clear picture of the debt claim. program. 

Senator Smrrn. He asked you what you meant by that language. 

The Cuatrman. Yes. 

Mr. Myron. What I meant was maybe we could have legislation 
which would make the debt claim program easier to administer. That 
would be my own personal opinion, and it has probably been formu- 
lated in the last 2 or 3 months. 
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The Crarrman. During all this time have you ever prepared any 
legislation of that kind? 

Mr. Myron. I have not. 

The Cuarrman. Or anybody in your office with all the help you have 
over there, and submitted it to Senator Smith when he was chairman 
of this committee ? 

Mr. Myron. There have been suggestions and recommendations 
and proposals that have come from the Office of Alien Property. 

The Cuarrman. To Senator Smith, the chairman of this committee? 

Mr. Myron. No, sir. 

Senator Hrenprickson. You went with your department on what 
date ? 

Mr. Myron. The Department of Justice? 

Senator Henprickxson. No, no, Alien Property. 

Mr. Myron. I was transferred from the Alien Property Unit of 
the Justice Department to the Alien Property Custodian’s Office, 
which was established in 1942, 

Senator Smrrn. You were before that handling alien property 
matters when it was an independent unit; is that it ? 

Mr. Myron. In the Justice Department for a very short time. I 
was in the Criminal Division before that. 

The Cuarmman. Mr. Myron, did you ever draw up any proposed 
legislation and hand it to the Attorney General ? 

Mr. Myron. No, sir, I did not. 

Senator Henprickson. How many times has the law under which 
you operate been amended since you have been in the office? 

Mr. Myron. I did not get that. 

Senator Henpricxson. How many times has the law under which 
you operate, presently operate and have operated in the past, how 
many times has it been amended since you have been in the office? 

Mr. Myron. Well, it has gone from an act of 19 sections to an act 
of 39 sections. 

Senator Henprickson. Who proposed the new amendments; were 
they proposed by the Department of Justice ? 

Mr. Myron. By the Department of Justice, by the Alien Property 
Custodian, and again later on by the Department of Justice. 

Senator Smirn. Were they administrative provisions that were 
added? I mean administrative as far as your office was concerned 
or dealing with problems connected with the Office of Alien Prope: rty. 

Mr. Myron. Well, of course some of them were return provisions 
under the old World War I; some of them were additional assistance 
in vesting property ; some of them were for the return provisions that 
were pi ssed after the cessation of hostilities. 

Senator Smrru. How long have you recognized, if you have recog- 
nized, that there was need for additional legislation to expedite the 
work of your office? How many years back would you say you began 
realizing that there should be a change? 

Mr. Myron. My only proposal in the administration of the Office 
as such would be in connection with the claims program. 

Senator Smrrn. When did you recommend that ? 

Mr. Myron. I did not recommend it. I was in no position to 
recommend it. 

Senator Smrrx. When did you realize that there was a need for 
legislation of this kind? 
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Mr. Myron. I would say that that has come up in the past year 
when I would be ina position to notice it. 

Senator Henprickson. Since this committee was established, or its 

decessor committee ? 

Mr. Myron. That was within the last year. 

The CuHarrMan. Now, what are those recommendations that you 
formulated in your own mind in the last 2 years and did nothing 
bout it as far as this committee is concerned ? 

Myron. I think in connection with the length of time that 
ve erybody has estimated it would take the Office to liquidate under 
» present claims program. It is my view that the title claims in 

e Office may be liquidated in a reasonably short time; that the title 

pitting 

Senator Smiru. That is our 414 years’ estimate ? 

Mr. Myron. That is my estimate. The debt claims present other 

blems. The bulk of the debt claims are claims that are against 

counts of Japanese banks or German Government or subdivisions 

the German Government. Most of them are insolvent accounts. 

It is going to take years to process these claims because they are paid 

na pro rata basis, and it means that you have to decide and determine 
very claim before you can finally allow any claim. 

he n, because of the insolvency of these accounts, it is going to be a 

rlioible return. 

Senaben Sairn. I think what Senator Langer had in mind was that 
e wanted to find out from you specifically what recommendations or 
what communications you had made to Congress. 

Mr. Myron. I made no communications to Congress. 

Senator Smrru. Did you ever write a letter or memorandum to any- 
me in authority suggesting that there ought to be some change in the 

vy to expedite the procedure along the line you have just been talking 
ibout ? 

Mr. Myron. I have not. 

Senator Henprickson. Then you cannot document these recom- 

endations that were made, can you ? 

Mr. Myron. No, sir. I am talking now of my own particular views 
vith respect to some of these problems involved and do not talk for 

eta 

Senator Henprickson. In your files in the Office would there be 
ny correspondence or any other data that would disclose for the 
benefit of this committee the fact that somebody in the Office had made 
some recommendations for helpful legislation which would help you 
to better administer this Office ? 

Mr. Myron. I think we can supply the committee with the recom- 
mendations of the Office regarding legislation. 

Senator Smitu. Do you know whether or not any of the directors 
preceding your tenure had ever made in writing or in any memo form 
iny suggestions for any remedial legislation looking to an expedition 

f the handling of the claims you are talking about now? If so, tell 
us about it, or get the information for us. 

= Myron. I will be glad to supply that information to you, 
Senator. 

Senator Smitu. Do you know of that now? 

Mr. Myron. Proposals have been made by the Department, I be- 
eve. 
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Senator Henprickson. For legislation ? 

Mr. Myron. As I understand it, there are some proposals which 
were made by the Department, but they cannot be disclosed until 
cleared by the Bureau of the Budget. 

Senator Dirksen. Obviously, Mr. Myron, you cannot testify with 
authority as to what recommendations others have made, but as for 
yourself only; is that not a fair statement? You have been identified 
off and on with the Alien Property organization since its creation in 
1942 ¢ 

Mr. Myron. That is right, sir. 

Senator Dirksen. That is a period of a little more than 10 years, 
and in that time you have no recollection that you have formalized in 
any way on paper to your superiors or to the Congress or anybody else 
any recommendation for the improvement of the | procedures whereby 
this liquidation and adjudication operation might be improved ? 

Mr. Myron. Of course, Senator 

Senator Dirrxsen. Is that fair or not? 

Mr. Myron. I started in as an attorney in the Office of Alien 
Property. 

Senator Dirksen. Even attorneys, if they are giving a good account 
to the Government, ought to be thinking about how to give the Govern- 
ment good service ; should they not? 

Mr. Myron. That is true, sir. I had no proposals to make at that 
time. 

Senator Dirksen. You made none? 

Mr. Myron. That is right. I have assisted or worked in connection 
with matters that probably resulted in amendments to the Trading 
With the Enemy Act over a course of years. During that time any 
assistance that I was called on to give in connection with drawing up 
or recommending legislation was given. 

Senator Dirksen. But you have been Deputy Director for 2 years 
or more ¢ 

Mr. Myron. For 2 years. 

Senator Dirksen. In that time you have no recollection of a formal 
memorandum from you to the Custodian or to the Attorney General] 
suggesting improvement in this procedure? 

Mr. Myron. We have. 

Senator Dirxsen. That is all that Senator Langer wants. 

Mr. Myron. There have been suggestions and recommendations 
made which become, of course, my recommendations merged with 
whatever recommendations the Department finally decide on. My 
recommendations are only my personal views, which might become the 
Department’s views, but not until the Department has had an oppor- 
tunity to review it and clear it. Some of those proposals have been 
the result of conferences with staff members on some of the problems 
that they have been confronted with, and we have talked it out and de- 
veloped it, and then the recommendations were proposed on paper to 
the Department. for enactment. 

Senator Dirksen. Now where are those recommendations? You 
say they were done in writing? 

Mr. Myron. You understand that there are some recommendations 
that are presently either in the Department or in the Budget Bureau. 

Senator Henprickson. Mr. Chairman, as I understand, he has 
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«reed to marshal all these recommendations in whatever form and 
ipply the committee with them. Is that a correct understanding? 
\ir. Myron. Yes, sir. 

The information referred to is as follows :) 
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During the hearing held February 20, 1953, it was requested that I supply for 

record documentation of the formal rec iimendations of the Office of Alien 
operty for the introduction of legislation to expedite administration of the 
iding With the Enemy Act. 

[ attach a series of memoranda showing the recommendations by the Office over 
past 2 years for the introduction of legislation for this purpose. The first 
emorandum is the formal preliminary recommendations by the Office that the 

Department seek the introduction in the present Congress of legislation to 

end the Trading With the Enemy Act. That recommendation is amplified by 
series of memoranda to the Director, explaining in detail the previous histor) 
each such recommendation. There is included in that series a discussion of 
e history of the efforts of the Office to secure enactment of legislation permit- 
x sale of certain property subject to a section 9 suit, in explanation of the 
mission of that item from the preliminary recommendations of the Office. 
It may be observed that these preliminary recommendations were submitted to 
the Bureau of the Budget by the Department, although no further action has 
been taken thereon. 
There is also attached for the information of the subcommittee, an informal 
emorandum concerning recommendations to be made to the 82d Congress, 
2d session, for enactment of legislation, submitted in response to an informal 
equest by the Bureau of the Budget in October 1951. 























AvuGusT 14, 1952. 
emorandum to: Ross L. Malone, Jr., Deputy Attorney General. 
From: Rowland F. Kirks, Assistant Attorney General, Director, Office of 

\lien Property. 

Subject: Legislative program, 83d Congress. 

You have requested submission of legislative proposals recommended by this 
Office for inclusion in the Department’s report to the Bureau of the Budget of its 
preliminary legislative program for the ensuing session of Congress. 

‘he following are proposed modifications of the Trading With the Enemy Act, 

s amended, which this Office recommends: 

1. kxtension of time for filing title claims.—lIt is apparent that many persons 
eligible for return of vested property were unable to file timely claims through 

0 fault of their own. The Department, in expressing its views to the House 
Committee on Interstate and Foreign Commerce on the bill (H. R. 4611) “To 
amend the Trading With the Enemy Act to extend the time for filing claims 
n the case of certain Italians,’ recommended enactment of that bill in amended 
form to provide for an extension of limitations in all cases. 

This Office recommends that the draft legislation submitted as a proposed 
amendment in the Department’s letter of September 19, 1951, to the Chairman 
of the House Interstate and Foreign Commerce Committee concerning H. R. 
4611, be submitted for introduction to the next Congress. 

2. Judicial review of title claims. It is the view of the Office of Alien Property 
that claimants under section 32 of the Trading With the Enemy Act should be 
ifforded the opportunity to test judicially the correctness of administrative 
action denying a return of property. Present law provides no adequate judicial! 
remedy. 

In the report to the Deputy Attorney General, dated September 7, 1951, con- 
cerning the bills (H. R. 2100 and H. R. 2264) “To amend section 32 of the Trading 
With the Enemy Act to provide for judicial review,” this Office proposed an 
amendment of the bills under consideration, recommending that the Depart- 
ment express no objection to the enactment of the bill in amended form. 

For the reasons there stated, this Office now recommends that the Depart- 
ment seek the introduction of the amendment there proposed, and urge its 
enactment. 

8. Debt claims against enemy government accounts. By memorandum of 
January 14, 1952, the Office of Alien Property forwarded to the Deputy Attorney 
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General a draft of the proposed amendment to section 34 of the Trading With 
the Enemy Act relating to debt claims filed against assets formerly owned by 
enemy governments. The purpose of the proposed amendment was to withdraw 
the privilege of debt-claim payments from the creditors of enemy governments, 
in view of the administrative difficulties involved in payment and the fact that 
such creditors did not contract their obligations in reliance upon the presence 
of governmental assets in the United States. 

The proposed amendment was forwarded by the Department to the Bureau 
of the Budget for clearance. The Bureau requested the views of the Depart- 
ment of State, which indicated its view that the introduction of the proposed 
amendment should be withheld pending the completion of the German external 
debt conference, which did not occur prior to adjournment of Congress. This 
Office renews its recommendation that the proposed amendment to section 24 
be enacted. 

4.-Limitations on attorneys’ fees. This Office recommends that it be relieved 
of the present requirements of section 20 of the Trading With the Enemy Act 
that it determine that the individual fees for claimant’s attorneys in connection 
with returns or payments under the act do not exceed fair compensation for the 
work performed. 

At the present time, section 20 requires submission of a schedule of the fees 
to be paid all attorneys active in connection with the claim. The statute pro- 
vides that the aggregate of such fees must not exceed 10 percent of the value of 
the allowed claim. In addition, however, this Office is required to examine 
each individual fee to see that it does not exceed fair compensation for the 
work actually performed. 

The required examination of fee accounts has proved to be an onerous task, 
and one which would not appear to serve a useful purpose. In the vast majority 
of instances of fee schedules examined, the fee requested has in fact represented 
fair compensation for the services performed. Moreover, there is reason to 
believe that this situation will continue even without fair compensation 
examination by this Office. 

Thus, where the claimant is a bank or a large industrial corporation, it 
obviously requires no assistance from this Office to protect itself from what 
might be an unreasonable fee. While many foreign claimants might be at a 
disadvantage in dealing with American lawyers on fee questions, most claims 
involve relatively small amounts, so that the maximum limitation of 10 percent 
of the return would prevent the charging of an unreasonable fee. Where the 
claim is a substantial one, the claimant is able to secure competent independent 
opinion as to the reasonableness of the fees. 

In any event, there would seem to be no compelling reason to accord to the 
Trading With the Enemy Act claimants a protection against lawyers’ charges 
that is not accorded generally to all persons, or even to all claimants against 
the United States. Moreover, the special protection requires, in many instances, 
that this Office sit in judgment on disputes between attorneys and clients on fee 
matters, a function only doubtfully appropriate for an administrative agency. 

It is therefore recommended that legislation be sought amending section 20 
in the form attached to remove the necessity of judging the reasonableness of fees 
paid attorneys by claimants before us. It is doubted that any agency other 
than this Department is concerned. While it is certain that eventually a con- 
siderable amount of budgetary savings will ke realized, the amount of savings 
could not now be estimated. 

5. Miscellaneous proposed amendments.—This Office is at the present time 
actively considering recommendation of legislation amending sections 82 and 34 
of the Trading With the Enemy Act to remove therefrom certan ambiguities 
which hamper the processing of claims. However, while it is hoped that these 
proposed amendments may be ready for submission through appropriate chan- 
nels before the next session of Congress, they are not yet in such completed form. 


Row.aNp F. KirKs. 
ProposeD AMENDMENT TO SECTION 20 oF THE TRADING WITH THE ENEMY ACT 


Section 20 of the Trading With the Enemy Act, as amended, is hereby further 
amended to read as follows: 

“The aggregate of fees to be paid to all agents, attorneys at law or in fact, 
or representatives, for services performed in connection with any return of, 
or payment from, any property or interest or proceeds vested in or transferred 
to any office or agency of the United States under this Act, shall not exceed 
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centum of the value of the property or interest or proceeds returned, or 
amount of payment made, except as hereinafter provided. If such re- 
or payment is made pursuant to an order of the President, or such officer 
ney as he may designate, the President, or such officer or agency, shall 
ine that the aggregate of such fees does not exceed 10 per centum of 
alue of the property or interest or proceeds returned, or of the amount of 
nt made. Any person aggrieved by that determination may petition the 
t court of the United States for the district in which he resides for 
ew thereof, naming the person or agency making the determination a party 
lant, in which case the court shall exercise the same authority concern- 
such fees as hereinafter provided for a court ordering return or payment. 
such return or payment is made pursuant to the judgment of a court, the 
shall make such determination except that it may approve an aggregate 
ees in excess of 10 per centum of the value of the property or interest or 
ceeds returned, or the amount of payment made, only upon a finding that 
e exists special circumstances of unusual hardship requiring payment of 
excess. Any person accepting any fee in excess of an amount approved 
inder or retaining for more than thirty days any portion of a fee accepted 
to approval hereunder in excess of the fee as approved shall be guilty of 
ation of this Act.” 


SEPTEMBER 23, 1952. 
orandum to: Rowland F. Kirks, Assistant Attorney General, Director, Of- 
e of Alien Property. 
: Julius Schlezinger, Chief, Legal and Legislative Section. 
ject: Legislative program, extension of time for filing title claims. 
You have requested a statement of the background of the legislative proposals 
ommended by this Office for inclusion in the Department’s preliminary legis 
ve program for the 83d Congress. The first of such proposals was the ex- 
on of time for filing title claims. 
lhe original enactment of section 33 of the Trading With the Enemy Act in 
16 set a time limitation on filing title claims of 2 years from vesting or 2 years 
from passage of the limitation act, whichever was later. Section 9 suits were 
ted by the same period, except that the period was increased by the length 
time a claim was pending. For all property vested prior to 1946, the “later’’ 
date was August 7, 1948. In July 1947, returns to Italians were authorized, 
| section 338 amended to permit filing Italian claims up to July 31, 1949, as 
e “later” date, on recommendation of this Department. Public Law 370, 79th 
gress, August 5, 1947. 
In March of 1948, the Department requested enactment of a comprehensive 
endment to section 33, which would apply the limitation to claims and suits 
World War I property, extend the “later” date for all administrative claims 
July 31, 1949, but leave the “later” date August 9, 1948, for all section 9 suits 
lhe Department stated on behalf of the bill that the chaos in Europe made 
e previous period of notice totally inadequate, and called attention to the small 
mber of persecutees who had been able to file claims. The Congress enacted 
e requested legislation, but amended it to provide the uniform date of April 
0, 1949, for both claims and suits. 
In January 1949, in the 81st Congress, Senator Butler introduced a bill (S. 
729) to extend the “later” date from April 30, 1949, to April 30, 1950. The Sen- 
te Committee on the Judiciary did not request the Department’s views, but re- 
ported the measure favorably, referring to the Department’s representations on 
previous extension bill. The bill passed the Senate by consent procedure 
| was referred to the House Interstate and Foreign Commerce Committee. 
The chairman of that committee, in response to his request for views, received 
the Department’s recommendation against enactment of the extension. It was 
Stated that the Office of Alien Property had undertaken extensive publicity of 
the previous extension, and that it was believed that all claimants had adequate 
notice and time for filing. In addition, it was stated that the enactment of an 
extension would impede the Office in supplying funds to the war claims fund, 
in that money could be covered into that fund only upon final disposition of 
claims. Claims could not be regarded as finally disposed of until after the 
period of filing them had lapsed. 
The House committee voted not to report the bill. At about the same time, 
another extension provision substantially identical to 8. 729 had been added as 


la 
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an amendment to a bill (8. 603) for return of property of deceased heirleg 
persecutees to certain successor organizations. This bill, introduced by Senator 
McGrath, was favorably reported by the Senate Judiciary Committee, passe; 
the Senate on the Consent Calendar, and was referved to the House committee 
The Department objected to the enactment of the extension provision, whils 
expressing no objection to the enactment of the main portion of S. 603. This bill 
was amended by the committee to strike out the extension provision, and favor. 
ably reported to the House floor as amended, where the bill died. 

After this, however, evidence began to accumulate that the judgment of this 
Office was wrong in concluding that ample time was afforded by the previoys 
extension. In the time following April 30, 1949, it became increasingly ap- 
parent that claimants in general had not been fully apprised of the existence 
of a limitation. Moreover, certain specific classes of cases were uncovered iy 
which the limitation had operated with great inequity. 

The first of these specific cases arose in connection with the situation epiton.- 
ized by the Stagnaro case, an estate vesting. Early in the war, this estate ip 
California had been subjected to vesting action. Besides the interests of 
named Italian beneficiaries, the vesting order vested the interests of unknown 
heirs of a named Italian national, determining the unknown heirs to be Italian 

After April 30, 1949, the probate court issued a determination of heirship, 
Which found the “unknown heirs” whose interests were vested in 1943, to include 
an American citizen and resident of the United States. The time of this heir 
to file claim, however, had expired before he was identified as the person whose 
interest was vested. Consequently, the limitations of section 33 operated to cut 
off his claim without any opportunity to file it. 

A second specific group of cases included a number of Japanese claimants who 
asserted persecutee status. It was found after these claims had been filed late 
that the regulations of the occupation authorities in Japan had prohibited trans- 
mittal to the United States of “papers of legal procedure” until 24 days before 
the expiration of the period (April 6, 1949), hardly an adequate time. In ad- 
dition, it was discovered that SCAP had given no publicity to the deadline 
expiration. 

In addition to these specific groups, the general experience after April 30, 
1949, has shown that several factors prevented adequate notice and opportunity 
for filing. One important factor is the Soviet occupation of East Germany. 
Eligible claimants in that area have little opportunity to learn of the vesting 
of their property ; those who do learn in time hesitate to publicize to the Soviet 
authorities their claim to dollar assets, lest it result in their confiscation. Fail- 
ure to file in time also results in confiscation. Other factors include the still 
confused state of communications, and the fact that notice of vesting published 
in the Federal Register is not brought to the attention of foreign Claimants un- 
less they have diplomatic representatives or friends or business associates in 
the United States who are aware of the problem. 

As a result of all factors, this Office has approximately 1,200 claims on file 
which appear on their face to be late. In addition, in September 1952, actual 
count disclosed that 1,051 letters had been sent notifying possible claimants 
that the time to file had expired. ' 

On these considerations, the Department, in response to a request for views 
on a bill (H. R. 4611, 82d Cong.) to extend the time for certain Italian claims 
(aimed at the Stagnaro case) expressed sympathy to the objectives of the bill, 
recommending its amendment to extend for 1 year the time for all claimants 
to file. In support of this recommendation, reciting the facts of inadequate 
notice, the Department also stated that the extension would not affect the war 
claims fund adversely, since the Office was covering in money to the fund on an 
advance basis without awaiting disposition of the claims. The State Depart- 
ment supported our view. 

The War Claims Commissions, however, took a strong position against ex- 
tension on the grounds that it might delay transferring of money to the war 
claims fund. Even if it did not, the Commission stated, it would result in the 
increase of the number of eligible claimants, thus ultimately decreasing the 
amount available to the war claimants. This followed the consistent position 
of the Commission that there should be no amendments to the Trading With 
the Enemy Act, however justified on the merits, which diminishes even slightly 
the possible moneys otherwise available to the fund. 

As a result of this, no action was taken on this legislation, which was the 
only bill proposing extension introduced in the 82d Congress. It is our view, 
however, that a new effort on such legislation might meet with greater success, 
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in view of changes in membership of the House committee, the strong repre- 
,entations by foreign governments, and the uncovering of the facts of hardship 
ting from the previous short period. On the other hand, there is no indi- 
tion that the War Claims Commission will alter its views. 
Jutius SCHLEZINGER. 


SEPTEMBER 23, 1952. 


Memorandum to: Rowland F. Kirks, Assistant Attorney General, Director, Office 
of Alien Property. 
Julius Schlezinger, Chief, Legal and Legislative Section. 
ect: Legislative program, judicial review of title claims. 


rhe second proposal of this Office for inclusion in the Department’s preliminary 
slative program for the 83d Congress related to the judicial review of title 


29 


Section 32, as enacted in 1946, provided a return of vested property in the dis- 
on of the administrator. It was intended to be supplemented by the pro- 
posed remedy of a just compensation suit for eligible foreign nationals which was 
originally a part of the same bill. The latter provision was not passed by the 
gress. This left only the section 9 remedy available, and that was available 
y to part of the section 32 claimants. The remainder, those who were residents 
enemy or enemy-occupied territory, were ineligible for a section 9 suit. 
Those claimants who had a section 9 suit available had at least the equivalent 
judicial review. However, the de novo character of the section 9 suit presented 
eparate problems. A section 32 claimant can demand a full hearing on his claim, 
if unsuccessful, appeal the claim to the Director. He may then. if he is 
igible under section 9, institute a suit in which substantially the same evidence is 
introduced and readjudicated by the court. The administrative record is 
re da. 
As to those administrative claimants who have no recourse to the section 9 
medy, it may be observed that they are wholly without judicial remedy for an 
nistrative action which results in final confiscation of their property. In the 
of those who have recourse to section 9, the de novo review 
of the time of claimants and of the Government. 
The Administrative Procedure Act review provisions (5 U. §S. C., see. 1011) 
ffer no solution to this problem. Section 10 of that act, as here pertinent, 
vides for judicial review of administrative decisions “except so far 
gency action is by law committed to agency discretion * * *,” 
In Zander v. Clark (177 F. (2d) 649 (U. S. App., D. C., 1949)), the court of 
ppeals found error in the district court’s attempt to review a section 32 claims 
eeding. The grounds of error were that section 7 (c) of the Trading With the 
y Act previuded review; that agency action under section 32 
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and that there had in fact been no agency action since the claim had 
neither been allowed or denied. Despite this deision, some doubt has been ex 
essed that the appeals provision of the Administrative Procedure Act is com 
pletely inapplicable. It has been urged that the disposition of the courts to 
ply the provisions of the Administrative Procedure Act as broadly as possible 
might in a proper case result in overturning the conclusions reached in the Zander 
se in which this point was not controlling. Without intimating agreement with 
this view, I think it an important consideration in the general problem of jud 
ial review, in veiw of the possibility of having to litigate the question 
the 82d Congress, there were two types of bills introduced to provide 
ial review for administrative claimants under the Trading With the Enemy 
The first three bills were alike in providing for a direct appeal from the 
ecision of the Director to the district court, with the record before this Office 
ade a part of the court proceedings, subject to discretion in the court to take 
lditional evidence not available or excluded from the administrative record. 
rhe court would have complete discretion to allow or deny the claim, not apply- 
ng the substantial evidence rule. 

The series of bills of this type (S. 2028, by Senator Wiley: H. R. 2100, by 
songressman O'Hara: and H. R. 2264, by Congressman McGuire) were the 
subject of uniform comment by the Department. In its response to the requests 

the committee, the Department expressed its concurrence in the principle of 

dicial review of administrative procedure. Because of defects, both substan- 
tive and technical, it suggested amendment of these bills. 
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The suggested amendments consisted, first, of application of the usual rule of 
finality of administrative proceedings when supported by substantial evidence: 
of provision for hearing of review proceedings in the court of appeals rather 
than the district court; and specifically making unreviewable any “national 
interest” determination by this Office. In addition, the proposed amendments 
included a provision that a claimant would have to elect in advance of adminis. 
trative hearing, either to be finally bound by proceedings under section 82, or to 
undertake direct suit under section 9 without the administrative proceedings 
This was designed to eliminate the possibility of judicial review under section 32 
followed by complete retrial under section 9. 

None of these bills was the subject of hearings, nor was any action taken on 
them. The Senate Judiciary Committee reported, in lieu thereof, a bill intro- 
duced by Senator McCarran (8S. 2544) which provided a wholly different ap.- 
proach, of complete de novo action by a section 32 claimant, similar to a section 9 
suit. The committee did not request the Department’s views, and held no hear- 
ings thereon. The report (Rept. No. 1235) stated that the nature of the bill 
was based on the conclusion that administrative action by this Office has been 
slow and inadequate. 

The bill passed the Senate on the Consent Calendar, and was referred in the 
House to the Interstate and Foreign Commerce Committee. That committee 
requested the Depatrment’s views, which were in preparation but not submitted 
at adjournment of Congress. The comments which were in preparation recom- 
mended against enactment of the bill because of the amount of difficult litigation 
involved. 

This Office has currently recommended that the Department take positive 
action to seek enactment of a comprehensive judicial review bill. This recom- 
mendation is not merely based on the general principle that administrative 
action of serious consequence to private interests ought to be subject to judicial 
review so far as feasible. It is also based on the belief that attempts to secure 
judicial review under present law may well involve considerable litigation of 
a complex character to define the relationship of section 32 and section 9. The 
recommended legislation would answer these probelms, and, in addition, elimi- 
nate the present waste of effort involved in first trying a case administratively, 
with a subsequent retrial of the same evidence under slightly different standards 
in a de novo proceeding under section 9. 

JULIUS SCHLEZINGER. 


SEPTEMBER 23, 1952. 


Memorandum to: Rowland F. Kirks, Assistant Attorney General, Director, Of- 
fice of Alien Property. 

From: Julius Schlezinger, Chief, Legal and Legislative Section. 

Subject: Legislative program, debt claims against enemy governments. 

One of the most important of the legislative proposals recommended by this 
Office for inclusion in the Department’s preliminary legislative program for the 
83d Congress is the proposal to amend section 34 to withdraw the privilege of 
debt claim payments to creditors of enemy governments. 

This recommendation is the first part of an attempt to scale down the debt 
claim program to a reasonable size by limiting it to payment only of those claims 
where serious loss would otherwise be occasioned. This attempt originated at 
a hearing before the House Appropriations Subcommittee in connection with 
the 1952 fiscal year authorization for the Office of Alien Property. At that hear- 
ing, in February 1951, Congressman Daniel Flood of Pennsylvania questioned 
the representatives of this Office closely on the claims program. His questions 
were directed at developing the idea that there were many claims filed on which 
processing expense would be more than the amount realized by a successful 
claimant. His particular concern was directed at two classes of debt claims, 
those filed against the vested accounts of former enemy governments, largely 
bond claims, and those against the vested Japanese foreign exchange banks, 
principally the yen certificates of deposit. Mr. Flood’s information and under- 
standing of the problem were largely accurate and were in accord with views 
held by this Office. His suggestions resulted in a more intensive consideration 
of the mechanics of elimination of the debt claims remedy in cases where it ap- 
pears that the claimant has an adequate alternative. 

The first instance in which it has been possible to formulate a detailed proposal 
in this regard concerns the debt claims against enemy government accounts. 
These accounts are in a state of hopeless insolvency. The total amount of vested 
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assets formerly owned by the German Government, for instance, is not more 
than $5,800,000. Of this, approximately $8 million is subject to a conflicting 
7" ership claim asserted by the Italian Government, leaving an amount of $2,- 
).000 less expenses as probably available for debt claims. Against this there 
more than 5,000 debt claims seeking payments in excess of $200 million. 
of such claims requires processing to determine the eligibility of the claim- 
and the validity of his claim, to set up the required schedules, and to have 
hedules conformed by the court if appeal is made; each allowed claim would 
require payment, involving the disbursing machinery of the Office. How- 
ever, for a German bond in the face amount of $100, it is exceedingly unlikely 
that the check which would issue could be for more than $1 or $2. The expense 
processing the claim, even the expense of disbursing on the allowed claim, 
would be more than that. 

It is doubtful that the bond creditors of the enemy governments would be 
seriously affected if the debt claim procedure were unavailable. They do not 

ve the degree of “moral claim” on the assets of their debtors that creditors of 

ite obligers may assert. In the first place, they purchased the obligation 

out reliance on the enemy government assets here as a means of payment. 

nly were the bond issues many times greater than the relatively small 

int of government assets here, but it must be recalled that the creditors of 

reign government cannot under our law attach the assets of their debtor, 
since the doctrine of sovereign immunity applies. 

Moreover, the United States creditors of Germany and Japan are being other- 
vise protected as part of the diplomatic program under which those countries 
resume normal commercial and diplomatic relations. Discussions have been 
held this year between representatives of the Federal Republic of Germany and 
he German foreign creditors, under auspices of the Tripartite Commission on 
German Debts. The discussions resulted, in August 1952, in a set of agreed 
proposals for refunding of that debt. The government debt refunding is to be 

orporated in an intergovernmental agreement between the Federal Republic 

f Germany, the United Kingdom, the United States, and France, which is to be 
submitted to the Congress for ratification on behalf of the United States. The 
series of private debt refunding agreements will be approved by the intergovern- 
mental agreement, though not part of it. That agreement will restore consid- 
erable value to the prewar bonds of Germany. More than that, it will reopen 
those bonds to trading. Trading in those obligations and their refunding will 
afford an opportunity for investors to realize on the bonds for more than they 

ild hope to from our debt claim procedure. 

The Japanese Government account presents for the most part the same prob- 
ems. That account has approximately $1,500,000 cash, against which are filed 
approximately 4,000 claims in face amount $160 million. The situation of the 
creditors of Japan differs from that of the German creditors in that the greater 
solvency of Japan eliminates the need of an intergovernmental debt settlement. 
Japan will merely resume payments. Trading in Japanese securities has al- 
ready resumed. 

Since the creditors of Germany and Japan are thus adequately protected 
outside our debt claims procedure, this office has recommended this proposed 
egislation to remove most of the Government debt claims from the statute. Our 
rroposed legislation does continue priority claims against such governments 
ider section 34, priorities are accorded to wage and salary claims, Government 
aims, and those for services, goods delivered, payments for goods not received, 
and the like. There are few of such claims. They will be paid in full under 
the claims program, and few are large enough to justify compelling the creditor 
to institute other proceedings, which he might find difficulty in doing since the 
machinery for debt settlement does not make as convenient collection of 
bonded indebtednesses. 

This proposal was forwarded by the Department to the Bureau of the Budget 
during the last session, for consideration in connection with the President’s 
legislative program. Clearance was withheld pending review and comment by 
the other interested executive agencies, in this case the State Department. The 
State Department withheld comment pending termination of the German debt 
settlement negotiations. Those negotiations have now been substantially com- 
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pleted, and therefore State comment on our renewed proposal will undoubtedly 
be forthcoming. 


JULIUS SCHLEZINGER 
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LEGISLATION FOR SALE OF ENTERPRISES PENDING SEcTION 9 Surts 


SEPTEMBER 23, 1952. 
ROWLAND F. KIrKS, 


Assistant Attorney General, 
Director, Office of Alien Property. 
JULIUS SCHLEZINGER, 
Chief, Legal and Legislative Section. 


You have requested a review of the history of previous legislative proposals to 
amend section 9 of the Trading With the Enemy Act to permit sale of vested 
business enterprises despite a pending suit for return. 

The injunctive provision of section 9, prohibiting disposition of property sued 
for, had occasioned difficulty during World War I. During World War II, how- 
ever, legislation was not asked until litigation had resulted in establishing the 
applicability of the section 9 remedy. The First War Powers Act of 1941, amend- 
ing section 5 (b), had broadened the power over the similar section 7 powers 
operative during World War I. Section 9 had been enacted to provide a remedy 
for the section 7 seizures; and the Custodian took the position that it did not ap- 
ply to section 5 (b) vestings, largely because of the effects of the section 9 in- 
junction. 

This position was advanced in Draeger Shipping Co. v. Crowley (49 F. Supp. 
215 (S. D. N. Y., 1948), a suit by an American citizen. Judge Bondy held that 
section 9 (a) must be applied to a vesting under section 5 (b), on constitutional 
grounds. Later, the same argument, narrowed to include only cases of vesting a 
foreixn national’s property, was advanced in the Uebersee case. After appeal, 
the Supreme Court ruled that section 9 (a) is applicable to remedy a section 5 (b) 
vesting of the property of foreign nationals. Clark vy. Uebersee Finanz Korpora- 
tion (332 U. 8. 480 (1947) ). 


I, 78TH CONGRESS 


At about this time, legislation was sought to provide a remedy for foreign 
nationals that eliminated the statutory injunction in such cases. On May 19, 
1944, Chairman Sumners of the House Judiciary Committee, on request by the 
Custedian, introduced H. R. 4840, 78th Congress. This bill proposed to authorize 
discretionary administrative returns of vested property to defined classes of 
foreign nationals; and it provided that such foreign nationals could sue only for 
just compensation for seized property, not for the property itself. 

Amendments requested by the Custodian resulted in reintroduction of the bill 
as H. R. 5031, by Congressman Sumners. Hearings were held on these bills in 
June 1944, and some opposition expressed to the just compensation feature of 
the bills on constitutional grounds. No action was taken on the matter before 
adjournment of the 78th Congress on December 19, 1944. 


II. 79TH CONGRESS 


In the 79th Congress, the Custodian divided the request made in the previous 
session, asking separately, first for administrative return legislation, and later 
for the remainder of the earlier request, including the section authorizing sale 
of foreiyn nationals’ vested property pending suit, leaving the foreign nationals 
to a just compensation remedy. The latter was introduced as H. R. 5089, 79th 
Congress. by Chairman Sumners on December 20, 1945. It was slightly modified 
from the earlier proposal in its provision that the Custodian, on losing a suit 
for just compensation by a foreign national, could return the property in lieu 
of compensation. Hearings were held on this bill in February and May of 16, 
and extensise testimony was offered in opposition to this feature of the bill. 
Notwithstanding this, the House committee favorably reported on H. R. 6890, a 
“clean” committee bill introduced to reflect changes the committee deemed de- 
sirable, but which was in this respect substantially the same as H. R. 5089. The 
committee bill passed the House. 

S. 28378 was introduced in the Senate shortly before passage of the House bill, 
by Senator McCarran, and was identical with that bill. Hearings were held 
before a subcommittee of the Senate Judiciary Committee July 1 and 18, 1946. 
Extensive testimony was presented against the just compensation provision. 
rhe Senate committee, despite the Custodian’s recommendations, voted to amend 
the bill by striking out the provision relating to the just compensation remedy. 
In that form it passed the Senate. In the conference, the House conferees 
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agreed to the Senate amendment, and the bill was enacted on August 8, 1946, as 
Public Law 671, 79th Congress, without the provision in question. 


III. 81ST CONGRESS 


On January 12, 1949, the Department, by identical letters to the Speaker of 

House and the President of the Senate, requested legislation amending sec- 

9 to allow disposition of property pending suit, leaving the plaintiff to 

to claim either just compensation or the proceeds of the sale. In response 
this request, Chairman Crosser of the House Interstate and Foreign Com- 

e Committee, to whom it had been referred, introduced H. R. 1889, 81st 
gress. No hearings were held on this measure and no action taken upon it. 
rhe corresponding request to the Senate was referred to the Judiciary Com- 

ttee. After study by the professional staff of the committee, which gave a 
qualified recommendation to introduce the bill, Chairman McCarran returned 

juest with the staff memorandum. In his letter, he indicated considerable 

oncerning the bill, and seriously questioned whether the national interest 
was so adversely threatened by the possibility of a money loss that is was neces- 
sary to jeopardize private interests. No reply was given Senator McCarran, 
largely because of substantial doubts within the Office as to the bill. 

Serious doubt was expressed within the Office as to the constitutionality and 

al usefulness of this legislation. First, it was noted that the govern- 
ental power to requisition upon payment of just compensation was a power 
ake for public use; whereas the bill called for a taking of private property, 
for public use, but for disposition to other private interests. Moreover, the 
fixed compensation as either value at the time of vesting, or the proceeds of 
sale; whereas the court, in exercising its normal jurisdiction to determine what 
is constitutional just compensation for a taking for public use, might determine 
taking” to be the election by the Custodian not to return. In such case, the 
court could determine that the proceeds of the sale did not represent the just 
mpensation value. 

Second, it was pointed out that in the principal case at issue, the GAF case, 

plaintiff would certainly insist on fully trying out the constitutionality of 
such a new enactment before acceding to it, which would involve in itself long 
and involved litigation. In view of these doubts, and the possibility of a settle- 
ment of the GAF case, it was decided not to press for the measure. 

However, another course was suggested and adopted, that of seeking legis- 
lation to require a plaintiff appealing a section 9 case to file a supersedeas bond 
for the Government’s protection. Such a course would at least deter groundless 
appeals, and would protect against losses arising from delays on appeal. There 
was pending in this Congress a bill to require the filing of supersedeas bonds in 
certain section 9 cases on appeal, if the injunction against disposition were to 
be maintained on appeal. This was S. 1837, introduced by Senator McCarran. 
It was intended to provide protection for certain claimants who, though deter- 
mined by the Director to be owners of vested property and eligible for return 
under section 32, could not have their property returned by reason of the existence 
of a conflicting section 9 suit filed by other claimants. The case in point was 
the Latvian Shipping Co., where the owners of a Latvian corporation nationalized 
by Russia had their claim allowed, only to have the Russian successor corpora- 
tion file a section 9 suit. This Office defended successfully, and the Soviet 
claimants appealed, using all of the time allowed before filing the appeal. The 
delay in appeal was used by the plaintiff in an attempt at settlement; the leg- 
islation was designed to require that a supersedeas bond be filed, inuring to the 
benefit of the section 32 returnee, to protect him against the consequences of 
the delay. 

The bill was introduced at the request of the attorneys for the section 32 
claimant. This Department was not asked for comment, and the bill was 
favorably reported by the Senate Judiciary Committee. However, one of the 
members of the committee, Senator Ferguson, requested the advice of this 
Office as to whether this bill would apply to permit disposition of property 
in “still other cases of individuals whose interest in physical properties now 
vested * * * might be terminated.” He remarked that in this event, the “only 
possible recourse of a claimant would be a money judgment, which would be 
unsatisfactory in the face of the inherent value of the property.” This was 
answered by the Department to the effect that in the narrow class of cases to 
which it applied, it would permit sale pending appeals unless the bond were 
filed. 
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The bill was amended on the Senate floor to apply only to cases in which cash 
was the subject of the suit, and in this form it passed the Senate. The Honse 
Committee on Interstate and Foreign Commerce requested the views of the 
Department on S. 1837 and on the House companion bill, H. R. 6300. The 
Department recommended amendment of the bills to provide a requirement of 
a supersedeas bond in any case of appeal of a section 9 suit, on the argument 
that the Government should be entitled to protection against losses incurred 
from delay in appeal. Testimony to this effect was presented by a member of the 
staff of the Office. 

The House committee favorably reported the bill, with amendment as recom. 
mended by the Department. Later, however, when it became apparent that the 
broader bill could not pass, the Department modified its expression of views to 
state it had no objection to enactment in the more limited form. The bill did 
not pass in either form. 


IV. 82D CONGRESS 


During the latter part of the second session of this Congress, the Office was 
informally asked to consider a proposed draft of a bill to permit sales of busi- 
ness enterprises pending section 9 suits. The Office informally suggested some 
modifications of the draft, but no bill was introduced, nor were formal com- 
ments requested. 

J. 8, 


SEPTEMBER 23, 1952. 
Memorandum to: Rowland F.. Kirks, Assistant Attorney General, Director, Of- 
tice of Alien Property. 
From: Julius Schlezinger, Chief, Legal and Legislative Section. 
Subject : Legislative program, limitations on attorney’s fees. 

The last of the specific recommendations made by this Office for inclusion in 
the Department’s preliminary legislative program for the 83d Congress is the 
amendment of section 20 of the Trading With the Enemy Act. 

At present, under this section the Office is required to review the fees of at- 
torneys who are successful in title and debt claims proceedings. This review is 
both to see that the fee does not exceed 10 percent of the property returned, or the 
payment made, to the claimant; and to see that the fee is reasonable and rep- 
resents fair compensation for work performed. 

The required examination of fee accounts has proved to be an onerous task, 
and one which would not appear to serve a useful purpose. In the vast majority 
of instances of fee schedules examined, the fee requested has in fact repre- 
sented fair compensation for the services performed. Moreover, there is reason 
to believe that this situation will continue even without “fair compensation” 
examination by this office. 

Thus, where the claimant is a bank or a large industrial corporation, it ob- 
viously requires no assistance from this Office to protect itself from what might 
be an unreasonable fee. While many foreign claimants might be at a dis- 
advantage in dealing with American lawyers on fee questions, most claims 
involve relatively small amounts, so that the maximum limitation of 10 percent 
of the return would prevent the charging of an unreasonable fee. Where the 
claim is a substantial one, the claimant is able to secure competent independent 
opinion as to the reasonableness of the fees. 

JuLIvS SCHLEZINGER. 


OcTosEr 31, 1951. 


Memorandum to: Henry D. Rogers, Chief Administrative Branch. 
From: Julius Schlezinger, Chief, Legal and Legislative Section. 
Subject: Proposed legislation. 


You have requested a statement as to present or proposed legislation which 
would reduce the workload of the Office, and which it is intended to press for 
enactment. 

There is pending at the present time before the House Committee on Interstate 
and Foreign Commerce the bill (S. 302) to amend the Trading With the Enemy 
Act, which proposes to remove the limitation of $5 million on returns to be made 
to dual nationals pursuant to Public Law 859, 81st Congress, September 29, 1950. 
The Department of Justice, on the recommendation of the Office and with the 
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val of the Bureau of the Budget, has urged enactment of this bill. This 
on was taken and approved on the grounds that the adherence to the 
tion provision requires an exact evaluation of property to be returned 
h, in view of numerous estates and trusts interests involved, can only be 
d at after a burdensome actuarial process of valuation. This process has 
isly delayed the processing of the 186 kuown title claims in this category. 
eover, there is great likelihood that of all of these claimants whose claims 
» delayed by this problem, there are some who will not be paid solely by 
eason of the limitation. Enactment of this bill would expedite the processing 
s group of claims. 
addition, this Office is preparing for submission, subject, of course, to the 
val of the Department and of the Bureau of the Budget, two proposals for 
dment of the debt claim statute (50 U. 8. C. App. 34) which should expedite 
debt claims program. 
fhe first of these proposes that nonpriority debt claims filed against enemy 
g nment accounts not be processed or paid. This would eliminate nearly 
9.500 debt claims against the German and Japanese Government accounts, with 
face amount claimed of approximately $250 million. This proposal is 
y based on the fact that there is less than $7 million vested property of 
governments, which amount must first be used for payment of priority 
s and expenses of administering the vested property. Accordingly, not 
re than 2 cents on the dollar could be paid on the nonpriority claims, if indeed 
money remained available for such purpose. Moreover, the creditors in- 
ed, over 90 percent of whom are bondholders, will be more practicably cared 
r through general debt settlement negotiations with the enemy countries. 
The other amendment which the Office is considering recommending is the 
ictment of legislation eliminating as debt claims foreign currency deposits 
h Japanese financial institutions. Some 20,000 of these claims filed by United 
States citizens and residents are based on yen certificates of deposit with 
Japanese banks. Under the so-called judgment day rule, it appears that these 
1ims are payable at the present rate of exchange of 360 yen to the dollar 
rather than the prewar rate of approximately 4 yen to the dollar. The rate of 
exchange issue will undoubtedly have to be litigated in the courts before the 
imants will be willing to accept payment of their claims at the current rate 
f exchange. At the current rate, the total face value of the 20,000 claims is 
the neighborhood of only $680,000, although the Office believes that the cost 
processing, litigating, and paying these claims will be substantial. Under 
these circumstances, representatives of the Office have conferred with repre- 
sentatives of the Japanese Finance Ministry with a view to arriving at an agree- 
ment under which the Japanese banks would be permitted to pay off these 
ligations in dollars at the current rate of exchange. If such negotiations are 
none: the Office will probably propose that the debt claim provisions of the 
lrading With the Hnemy Act be amended so as to eliminate these claims. 


JULIUS SCHLEZINGER 


Mr. Myron. Of course, those will be supplied to the extent that 
the Department permits any recommendations which are presently 
in the process of being sent to Congress. 

Senator Dirksen. Can you see any reason why the Department 
should not permit it ? 

Mr. Myron. I do not see any. 

Senator Dirksen. If you have any difficulty, Mr. Myron, suppose 
you notify the committee and we will see that the difficulty is removed. 

Mr. Myron. Thank you. 

Senator Smira. Mr. Myron, have you examined or seen the long 
sheets containing a history of legislation and litigation dealing with 
the Office of Alien Property prepared by the committee while I was 
chairman and under Mr. Sapp’s direction? Have you seen that? 

Mr. Myron. I have not. 

Senator Smiru. It is composed of some long sheets about this long 

th the records of the statutes and the court decisions. I do not have 
a copy with me. 
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Yes, this paper right here. Have you seen that? 

Mr. Myron. No, sir, I have not. 

Senator Smiru. Did you know that was in existence ? 

Mr. Myron. I have never had the opportunity of seeing it. 

Senator Smirn. The reason I ask you about that is if you could 
familiarize yourself with the contents of that document and point 
out to us again for the purpose of being sure that we have the record 
correct, what, if any, errors are in this document. 

Mr. Myron. Yes, sir. 

Senator Smiru. I mean it is possible that the staff in preparing that 
might have failed to state correctly the history of the litigation. ] 
just want to make certain with you who have been in that office fo; 
10 years whether or not that is a correct statement of the litigation 
and legislation. 

Mr. Nairn. That is a legislative history of the Trading With the 
Enemy Act. 

Mr. Myron. I will be glad to do that. 

Senator Dirksen. Mr. Myron, among your other administrative 
duties, do you have the responsibility of naming or approving super- 
visors, managers, directors of any of the going vested companies 
that are now under the jurisdiction of the Alien Property Custodian? 

Mr. Myron. I have not. 

Senator Dirksen. You have nothing to do with it whatsoever ¢ 

Mr. Myron. I have nothing to do with that problem at all. 

Senator Dirksen. Have you in fact been called upon to name di- 
rectors of some of these vested corporations ? 

Mr. Myron. I have not. 

Senator Dirksen. Have you recommended or suggested any names 
at any time? 

Mr. Myron. I have not. 

Senator Dirksen. None whatsoever ? 

Mr. Myron. None. 

Senator Dirksen. That is not within your purview ? 

Mr. Myron. As Deputy Director of Alien Property, that is not 
within my purview. 

Senator Smrru. Do you know whose duty that was and how it was 
done ? 

Mr. Myron. The selection of personnel or of directors of corpora- 
tions under our jurisdiction ? 

Senator SmirH. Both. 

Mr. Myron. That is primarily the duty of the Attorney General. 

Senator Smirnu. So that directors who were elected, directors of 
these various companies in which the director had stock, were named 
in the first instance, or at least suggested by the Attorney General's 
Office ¢ 

Mr. Myron. The Attorney General or formerly the Alien Property 
Custodian was the stockholder. As stockholder he elected the boards 
to run those companies. 

Senator Smiru. Yes. 

Mr. Myron. Now it is my understanding that when a stockholders’ 
meeting is to be held that the business management branch of the 
office notifies the Assistant Attorney General that such an annual 
stockholders’ meeting is to be held at a future date and that an election 
of a board of directors will take place at that time and desiring to 
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now who would be selected for those positions as members of the 
0 rd, 
Senator Smiru. And they would be selected in accordance with 
the Department of Justice’s recommendations or the Assistant Attor- 
General ? 
Mr. Myron. Then the orders would come back to the business man- 
gement branch with a proxy to some member of the staff to go up and 
he stock which was owned by the Attorney General for the elec- 
of the members selected. 

Senator SmirH. Sometimes, though, directors were people who did 

ve some knowledge of the particular corporation being operated, 

sometimes it was people who did not know anything about the 
ness being operated, is that not true? 

Mr. Myron. I would say that during my experience of 214 years 
as Deputy Director there have been very few appointments of new 

tors or of new officers of any of the vested companies under our 
diction. There have generally been reelections of old members, 
less than 10, I would say. 

Senator Smiru. You know that in the case of General Aniline, Mr. 
lack Frye, who seems to be a very delightful gentleman ? 

Mr. Myron. I never met him. 

Senator Smiru. Who when he left the TWA, an air service, was 

ule a director and president of General Aniline at $90,000 per year 

lary: you know that, do you not? 

Mr. Myron. Yes, sir; I know he was made president. 

Senator SmirH. Had he ever had any experience in the chemical 

isiness ¢ 

Mr. Myron. That I do not know. 

Senator Smirn. You never heard of it if he had? 

Mr. Myron. No. 

Senator Smiru. I do not mean to reflect at all on Mr. Frye, because 
he is a fine gentleman and fine businessman, undoubtedly. That took 
place also in these other vested companies, or did you know that? 

Mr. Myron. I do not know. I do not know the reason for the selec- 
tion of these particular people. I would not have anything to do with 
that in my capacity as the Deputy Director, and as I say, there were 
few appointments at that time, and I certainly would not have any 
responsibility or any reason for knowing or having anything to do 
with the selection or recommendation before that time. 

Mr. Narrn. Mr. Myron, did you ever hear the Director discuss any 

idividual? Do you believe that the director of Alien Property rec- 
ommended the individual to the Attorney General in whom he had 
faith to operate one of these interprises or did he blindly ask the 
Attorney General, “Furnish me with an officer” ? 

Mr. Myron. I know the Assistant Attorney General was always 
notified. 

Senator Smirx. Which Assistant Attorney General ? 

Mr. Myron. I can speak of two, Dr. Kirks and Mr. Baynton. 

Senator Smirn. Were they the Assistant Attorneys General you 
were talking about ? 

Mr. Myron. They would be my chiefs. I served under Dr, Kirks 
and Mr. Baynton. 
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Senator Smrrn. You were not referring back to somebody back in 
the Attorney General’s Department ? 

Mr. Myron. No. 

Senator Dirksen. You were referring to the Alien Property Custo- 
dian ¢ 

Mr. Myron. Yes, sir. 

Senator Dirksen. You know nothing about the selection of these 
directors for these going enterprises that are still going ? 

Mr. Myron. No, sir. 

Senator Dirksen. You have no knowledge and were never con- 
sulted ? 

Mr. Myron. No, sir. 

Senator Dirksen. You made no recommendations of any kind ¢ 

Mr. Myron. No, sir. 

Senator Dirksen. So that is a field that is wholly blank to you! 

Mr. Myron. That is true. 

Senator Dirksen. Would that be true in your capacity as Deputy 
Administrator and Acting Administrator in his absence ? 

Mr. Myron. At the present time that would not be true; I would 
have to assume responsibility of the Director to the extent that I would 
have to notify the Attorney General that this should be filled. 

Senator Dirksen. How familiar are you, Mr. Myron, with the 
Claims Division in the Department of Justice, the General Claims 
Division ? 

Mr. Myron. Not too familiar. 

Senator Dirksen. Do you know something about it? 

Mr. Myron. I started to work for the Government in that particu- 
lar Division, but I was assigned especially to alien property work. 

Senator Dirksen. But you would have some familiarity with the 
operations of the Claims Division ? 

Mr. Myron. You mean the Claims Branch? 

Senator Dirksen. I am speaking of the General Claims Division 
of the Department of Justice, quite aside from the Alien Property 
Custodian. 

Mr. Myron. I thought that is what you meant. 

Senator Dirksen. That is where you started ? 

Mr. Myron. Yes, sir. 

Senator Dirksen. So you have some familiarity ? 

Mr. Myron. Some, back in 1935. 

Senator Dirksen. Can you see anything wrong in the proposal to 
consolidate the Alien Property Custodian in the Claims Branch of 
the Department of Justice? Is there any reason why it could not 
be handled there ? 

Mr. Myron. To what extent, Senator? Do you mean portions of 
Alien Property, or do you mean the entire operation ? 

Senator Dirksen. Put the whole business under the Assistant At- 
torney General, who is the Director of the Claims Branch in the De- 
partment of Justice. 

Mr. Myron. I think it would be very, very difficult to administer 
the Office of Alien Property as a part of the Claims Division of the 
Department. There are functions other than the functions which 
might properly be handled by the Claims Division of the Department 
such as the operation and management of companies, such as the sale 
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companies against which no litigation has been filed, such as the 
liquidation of all types of property, real estate, securities, and such 
things as that. I think it would be a difficult operation to handle 
within that Division of the Department of Justice. 

Now it would be more efficient if it were a separate agency, a smaller 
agency outside of the Department, much more so than within another 
division of the Department because I do not think it could work inside 
a division of the Department of Justice. 

Senator Dirksen. How much thought have you given to that 
matter ¢ 

Mr. Myron. Not too much thought. You surprised me with the 
question, 

Senator Dirksen. The committee has been trying to find out from 

some affirmative recommendations over a period of 10 years 

the improvement of this. You know what not to do, but you do 

ot know what to do. You say you think this would not be the thing 

to do, yet you lead us to believe here that the lines of authority are 

so thin and so tenuous that this has been sort of operating as every- 

body’s show. We are trying to find out whether the people who are 

familiar with it, who have been in it for a long time, and who should 
know better than an outsider, what can be done. 

So much for that. I want to ask you one other thing before our 
morning hour runs out. Who has the authority in your shop to ap- 
prove compromises? Do they come to your desk ? 

Mr. Myron. They come up through me; yes, sir. 

Senator Dirksen. They come up ‘through you? 

- Myron. They come up to me through’ the Director’s Office and 

: sent up to the Department of Justice. 

Senator DrexsEen. You mean the Director of the Claims Branch ¢ 

Mr. Myron. From the Chief of the Claims Branch to the Deputy 
Director’s Office to the Assistant Attorney General. 

Senator Dirksen. Your associate shakes his head. Let us find out 
how this works. 

Mr. Scuiezincer. Pardon me, sir. We do not compromise adminis- 
trative claims. I assume you are talking about litigation settlements 
in courts? 

Senator Drrxsen. I am talking about any kind. 

Mr. Scuiezincer. The types of compromises we have in court liti- 

gation, involve recommendations from the Chief of the Litigation 
Br anch which come up to the Director’s Office, Director of “Alien 
Property, and go from there to the Attorney General. 

Senator DirKsen. First let us be satisfied about your authority. 
What authority do you have to compromise claims w ithout litigation ? 
I say, “You owe me $100,000. Look, I will take $25,000.” 

Mr. Scuteztncer. The Office of Alien Property has never com- 
promised an administrative claim. 

Senator Dirksen. What I want to know is what authority do you 
have to compromise a claim ¢ 

Mr. Scuuezinerr. I think there is serious doubt as to its right to 
compromise a claim, and that is one of the reasons why it has not 
done that. 

Senator Dirksen. Where is it? 

Mr. Scuiezrnerr. In the case of a claim, the Office must make a 
finding that the person to whom a return is made was the owner 
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immediately prior to vesting. If he was not the owner, there is no 
authority to give him the property. If he was the owner, he is entitled 
to that property which he owned immediately prior to vesting. 

Senator Smirn. Assuming that he was not an enemy agent? 

Mr. Scuiezincer. Assuming that he meets the eligibility require- 
ments of the statute. In other words, there are 5 or 6 specific deter- 
minations that have to be made by the Custodian. Now if the Custo- 
dian cannot make those 5 or 6 determinations, there certainly would 
be doubt whether he could compromise it off by giving the man less 
than he claims. So that the Office of Alien Property has never com- 
promised such a claim. 

Now in the litigation, on the other hand, the Attorney General of 
the United States has certain general authority to settle litigation and 
the compromises that have occurred, the settlements in litigation, have 
been by the Attorney General pursuant to his authority in handling 
litigation for the United States. 

Mr. Myron. Mr. Chairman, will the rest of my prepared statement 
be made a part of the record ? 

Senator Drrxsen. Yes. 

(The complete statement of Mr. Myron is as follows :) 


STATEMENT OF Paur V. Myron, Deputy Direcror, OFFICE OF ALIEN PROPERTY, 
DEPARTMENT OF JUSTICE 


Mr. Chairman and members of the committee, I am Paul V. Myron, Deputy 
Director of the Office of Alien Property, and I am here in response to your re- 
quest for testimony concerning the administration of that Office. At the sug- 
gestion of Mr. Nairn of the staff of your committee, my testimony will take the 
form of a gencral review of the sources of the powers and authority in the field 
of alien property, of the history of the administration of those powers, particu- 
larly with reference to World War II operations, and of the present organization 
and functions of the Office of Alien Property. 

The Trading With the Enemy Act of October 6, 1917 (40 Stat. 411), was an 
exercise of the war powers of Congress set forth in article I, section 8, of the 
Constitution, including the power to make war, and to enact the laws necessary 
for the conduct of war. The act was a comprehensive codification of the rules 
pertaining to enemy property and transactions with enemies, which had been 
followed under common law and statute in previous wars. 

The Trading With the Enemy Act created the Office of the Alien Property 
Custodian, whose functions under the act related to the seizure and custody of 
property belonging to “any enemy or ally of enemy.” In addition, the act con- 
ferred upon the President or his delegate broad powers designed to regulate 
transactions with enemies and to control enemy-owned property. 

In its original form, the act was a relatively concise statute of 19 sections. 
Its narrow definition of “enemy” included the government of any country with 
which the United States is at war, corporations organized under the laws of any 
such country, individuals resident in enemy or enemy-occupied territory or en- 
gaged in business in such territory, and any citizen of an enemy country where- 
ever resident, if the President should by proclamation declare him an enemy. 
The act prohibited trade with enemies and their allies except under license. It 
authorized the seizure of their property located in the United States. It pro- 
vided for the administration of the seized property pending whatever disposition 
the Congress would later direct. Most importantly, it provided in section 9 (a) 
for a remedy whereby a person not an enemy, whose property had been erron- 
eously seized, could bring a suit in the Federal courts to get his property back, 
a right protected by an injunction against the Government prohibiting disposi- 
tion of the claimed property while the suit was pending. 

Within a year from its enactment, the act began to undergo the process of 
amendment that has changed it to an extremely complicated statute of some 
39 sections, with additional indirect amendments of equal complexity. The first 
series of amendments merely increased the Custodian’s authority to administer 
and liquidate the vested property. After 1920, however, the amendments princi- 
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lv related to disposition of the vested property, beginning with the joint reso- 


pa , : ; - ; , 

lution terminating the First World War, which directed that these assets be 
held as security for Germany’s payment of American war claims (42 Stat. 105). 
In 1923, an amendment—the Winslow Act—provided for return of vested prop- 


erty up to $10,000 in value to its former owners, and for return of income on 
vested property up to the same amount. In 1928, the Settlement of War Claims 
Act provided for the return of all vested property up to 80 percent of its value, 
and directed that the remaining 20 percent be paid into the Treasury to be held 
s a special account for the payment of the war damage awards of the Mixed 
Claims Commission, United States and Germany. In 1933, the act was broad- 


ened in one respect not involving the vested property, through an amendment 
of section 5 (b), which related to credit and currency controls during war or 
national emergency. This amendment was enacted in connection with the utili- 


n of these powers in the “‘bank holiday” and other emergency economic 
measures. 

In 1934 the process of return of vested property was halted by enactment of 
the Harrison resolution (42 Stat. 1267) which prohibited payments to Germans 
‘ g as Germany defaulted on her war debt. This substantially ended the 
enncetment of amendments relating to World War I. 

With the outbreak of war in Europe in 1940, the regulatory provisions of the 
a ere used as the basis of freezing property in the United States owned by 
1 ons in Axis-occupied areas, to prevent looting by the occupying power. Sub- 
sequent amendments to section 5 (b) of the act in 1940 ratified the imposition 
of these controls, and provided the basis for extension of freezing to the property 

e United States not only of the occupied countries, but also of the Axis 
powers and other countries. This control system was in effect by June 1941, with 
the Treasury Department administering the immobilization or freezing of all 
of the property in the United States belonging to the nationals of substantially 
all countries other than those of the British Commonwealth and the Western 
Hemisphere. No transactions involving the properties or currencies of the 
blocked countries could be carried out by any person within the jurisdiction 
of the United States, unless licensed by the Treasury. 

At the outbreak of war in December 1941, and the beginning of wartime ad- 


ministration of enemy property, there was in existence a Trading With the 
Enemy Act consisting of 30 sections, nearly all of which had some relationship 


not only to the seizure and control of enemy property, but also to the program 
of return of that property which followed World War I. Congressional con- 
sideration of the act in December 1941 in connection with the legislation that 
became the First War Powers Act, was aimed at broadening its powers to prevent 
the use of enemy property to hamper the war effort through cloaking devices. 
The result of that consideration was the amendment of section 5 (b) of the act 
on December 18, 1941. 

This exceedingly important amendment provided the basis for World War II 
vesting action, and raised complicated legal problems which formed the basis 
of the principal litigation during the war. The amended subsection not only 
broadened the authority in the old act to control enemy and foreign property in 
time of war, but in addition, it authorized the vesting of “* * * any property or 
interest of any foreign country or national thereof * * *.” to be, “* * * held, used, 
administered, liquidated, sold, or otherwise dealt with in the interest of and for 
the benefit of the United States * * *.” As I have already noted, the old act 
had restricted seizure to the property of enemies, as defined in section 2 of 
the act. 

After March 1942, the administrators of the act, faced with the problem of 
integrating the comprehensive new powers with the old powers and limitations, 
proceeded cautiously. All property of the enemy and enemy-occupied countries 
was frozen; no transactions could affect it unless licensed. Vesting action 
was directed principally at patents or at major business enterprises where war 
production would benefit by the Government’s ability to direct their use to 
that end. Vesting was also undertaken where the existence of enemy interests in 
estates prevented the probate courts from completing administration of de- 
cedents’ estates. Effort was directed toward the successful conduct of litiga- 
tion which would provide definitions and outline the scope of limitations under 
the act. In particular, section 5 (b) authorized vesting of property of foreign 
nationals; but section 9 (a) specifically required a return of property if the 
owners were not enemies under the old act definitions. Accordingly. it’ was 
necessary to decide whether one section of the statute required immediate re- 
turn of property which another section of the same statute provided authority 
to seize. 
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It was not until 1945, in Cabell v. Markham (326 U.S. 404), that the Supreme 
Court passed upon questions involving the integration of the new powers into 
the act. That decision noted that while certain of the limitations of the old act 
were applicable to the new powers, provisions identifiable by their terms as 
relating only to World War I, were not in effect. In December 1946, the 
Uebersee case (Uebersee Finanz Korporation v,. Clark, 322 U. S. 480 (1946) ), 
integrated the new vesting powers with the old return provisions by introduc 
ing a new concept of “enemy taint” as the basis for retention of vested property, 

In the meantime, the successful end of hostilities had changed the purposes 
of the administration of the act from an attempt to hold enemy property in status 
quo, to a more positive program of acquiring, holding, and disposing of it for 
such reparations purposes as might be directed by the Congress. This activity 
was apparent administratively, through amendment of the basic Executive 
orders in 1945 to give the Alien Property Custodian authority to vest enemy 
cash and securities, which had previously been subject solely to the blocking 
jurisdiction of the Treasury Department. It was made a part of foreign policy 
disposition of postwar problems through the Final Act of the Paris Reparation 
Conference in December 1945, in which the United States and the western 
European nations agreed that each would hold the German assets in its juris- 
diction as part of its reparations share. 

Legislatively, the program was formulated through amendments to the act. 
Section 32 was added in 1946 to provide for administrative return of vested 
property to technical enemies. Under it, citizens of friendly countries who are 
enemies under section 2 of the act solely because of their residence in enemy- 
occupied territory, as well as enemy citizens who had been persecuted for 
political, racial, or religious reasons, could have their former property returned 
to them. Section 82 provided, however, that such property could be returned 
only if the return was found to be in the interest of the United States. By a 
Presidential directive of May 1946, the Alien Property Custodian was instructed 
to consult with interested Government agencies, including the State, Treasury, 
and Defense Departments, in determining the national interest. 

In 1946, Congress also added section 34 to the act, further disposing of the 
vested property, by providing for satisfaction of claims of American creditors 
against the former owners. In 1947, section 32 was amended to authorize the 
return of vested property to Italian nationals as part of a general settlement 
aimed at the economic rehabilitation of Italy. Finally, by the War Claims Act 
of 1948, Congress added section 39 to the Trading With the Enemy Act, which 
states that there shall be no return of German and Japanese property and 
that no compensation shall be paid for such property. Section 39 also provides 
that the net proceeds remaining upon completion of the administration, liqui- 
dation, and disposition of vested German and Japanese property shall be covered 
into the Treasury for the benefit of the war claims fund. As you know, that 
fund is used to pay awards to certain war damage claimants, chiefly American 
prisoners-of-war and civilian internees. 

I have attempted thus far to summarize the manner in which the Trading 
With the Enemy Act reached its present form. For reasons of brevity, this 
outline has omitted references to important laws having a great deal to do 
with present problems. These include the treaties ending the war as to various 
countries, such as the Balkan treaties in 1947, the Italian treaty of the same 
year, the resolution terminating war with Germany in 1951, and the Japanese 
Treaty of Peace which was effective in April 1952. There are also to be men- 
tioned here the Philippine Property Act of 1946 and the joint resolution of 
September 28, 1950, authorizing agreements to resolve intercustodial conflicts 
between the United States and foreign governments. 

I will now turn to the administration of the act. In World War I, the nar- 
rower powers of the act were mainly centralized in an independent agency, the 
Office of the Alien Property Custodian, which existed until 1934, when it was 
abolished and its functions, property, and powers transferred to the Department 
of Justice. During Worid War II, however, the Alien Property Custodian had 
less general responsibility. The Office of the Custodian was not reestablished 
until March, 1942; for 2 years previously foreign property control had been ad- 
ministered by the Treasury Department. That Department continued to be 
responsible for the blocking controls, as distinguished from the Custodian’s 
vesting jurisdiction. 

The Office of Alien Property Custodian was established under reorganization 
powers of the President embodied in the First War Powers Act and was given 
responsibility for handling enemy-owned business enterprises and real property, 


forei 
volve 
the | 
eithe 

La 
Cust 

In 
enen 
latio 
requ 
pro} 
of tl 

In 
its f 
the 
Pro] 


tive 


hloc 
fer 
latt 
cise 
‘I 


sha 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 105 


ien-owned patents, copyrights, and trade-marks, and enemy interests in- 
ed in litigation. The remaining jurisdiction under the act was exercised by 

e Treasury Department. The conduct of litigation under the act involving 

her agency was the responsibility of the Department of Justice. 

Later, as noted, amendment to the basic Executive orders in 1945 gave the 

istodian authority to vest enemy cash and securities. 

In 1946, the Secretary of State was given responsibility for the control of 
nemy diplomatic and consular property. The powers under the return legis- 
lation in 1946 were delegated to the Alien Property Custodian, subject to the 
requirement that he consult with all interested agencies before returning 
roperty. The debt claim legislation of 1946 was by its terms the responsibility 
f the Custodian. 

In October, 1946, the Office of Alien Property Custodian was abolished, and 
its functions and property transferred to the Department of Justice, except for 
the Philippine functions transferred to a new agency, the Philippine Alien 
Property Administration. While these transfers were originally made by Execu- 

ve order, Reorganization Plan I of 1947, submitted to the Congress and con- 

ed by it, later ratified the Executive order action. 

In the Department of Justice, these functions were placed in the Office of 
\lien Property, established administratively on October 15, 1946. On June 1, 
947, the Office was designated as a Division of the Department of Justice, with 
the Director appointed on that date holding the title of Assistant Attorney Gen- 

At the same time, the litigation functions of the Department under the act 
» transferred to the new Division. 

In 1948 the jurisdiction of the Treasury Department over World War II 

ked property was transferred to the Office of Alien Property. This trans- 

* did not include the authority to institute any new blocking action. The 

tter authority was retained by the Treasury Department and has been exer- 

ed by it since 1950 with respect to Chinese and North Korean property. 
his transfer was a part of the Snyder-Vandenberg program to aid the Mar- 
plan. The nationals of the Marshall plan countries had large amounts 
ilar assets which had been frozen throughout the war. After the war, any 
onal of a nonenemy country could get his property released by obtaining 
tification from his government to the effect that he had not collaborated with 
enemy. A very substantial portion of the persons concerned, however, had 
oncealed these assets for years from the tax and foreign exchange authorities 
their own governments. They were unwilling to undergo the penalties for 
concealment even to get their property released. Accordingly, they were 
ifforded an opportunity to get certification, failing which, the United States 
ild report them to their governments. Thereafter the Office would vest as 
property any assets that had not been released and which were held in 
names of banks or other entities. This program was initiated in 1948, and 

the vesting of the remaining blocked accounts was undertaken in 1951. 

In 1950, the Office was advised that action would soon be undertaken officially 
ending the war. Accordingly, every effort was made to complete vesting action 

fore that time. To that end, all possible perseonnel were taken from other 
ctivities of the Office and detailed to the task of vesting. It was decided that 
delay in other fields, while causing great inconvenience, would not be as prejudi- 

as the loss to the war claims fund which would result if substantial amounts 

f enemy property went unvested. During fiscal year 1951 alone, 3,277 vesting 
rders were issued. By the time the Japanese Treaty became effective in April 
152 the amount of Japanese property remaining unvested was so insignificant 
that further vesting of such property was discontinued. Nearly all of the 
German property was vested as of that time also, but the power to vest reserved 
hy the resolution terminating war with Germany has been utilized since then 
where German assets had been concealed or unreported. 

In 1951, also, the Office was given the task of final liquidation of the opera- 
ons of the Philippine Alien Property Administration. That agency of the 
United States had been responsible since 1946 for the conduct of Trading With 
The Enemy Act functions in the Philippines under the Philippine Property Act. 
That statute, enacted July 3, 1946, provided for the exercise by an agency of the 
United States of the enemy property functions in the Philippines after the es- 
tablishment of the independent republic on July 4, 1946. This agency vested 
enemy property in the name of the United States, liquidated it, heard claims, and 
defended litigation in the Philippine courts involving such property. The resid- 
ual proceeds of the property are to be paid over to the Philippine Republic. The 
Congress, in the General Appropriation Act, 1951, had declared that the functions 
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of this agency should be transferred to the Office of Alien Property ; and this was 
done, effective June 29, 1951, adding to the functions of the Office the responsi. 
bility for this unique and difficult operation. 

Since the establishment of the Office of Alien Property Custodian in March 
1942 more than 19,000 vesting orders have been issued seizing property for the 
benefit of the United States. The property so acquired is of every conceivable 
type, description, and condition. Vested property susceptible of evaluation had 
an estimated gross value as of the time of vesting of approximately $390 millio; 
With income and appreciation since vesting, the estimated gross value of such 
property is now more than $550 million. Included in the vested property were 
more than 50,000 patents, patent applications, and patent and patent-contract 
interests; more than 650,000 copyrights and copyright interests; and approxi- 
mately 36 million feet of motion-picture film. In the property vested were im- 
portant interests in 469 business enterprises, including controlling interests in a 
number of large corporations ; approximately $50 million worth of miscellaneous 
securities ; over 3,100 parcels of real estate, and thousands of miscellaneous items 
of tangible personal property. 

In addition to seizing the above property and administering and liquidating it 
in the interest of the United States, the Office has been required to handle more 
than 61,000 administrative claims filed with respect to the vested property. It 
has also, since 1948, disposed of more than 15,000 applications for licenses relat- 
ing to blocked property that had not been vested. By virtue of the vesting of 
enemy interests in estates and trusts, the Office has been concerned in approxi- 
mately 7,000 State probate proceedings involving such interests. The action in 
such proceedings has ranged from the mere filing of claims and vesting orders 
in the probate courts to active participation in contested cases involving com- 
plex issues under local inheritance laws. One such case, the Estate of Henrietta 
E. Garrett, involved more than $21 million and has a record of proceedings be- 
fore the orphans court in Philadelphia that totals 323 printed volumes, contain- 
ing approximately 100,000 pages. 

In addition to probate litigation, the Office has been required to defend more 
than 300 actions in the Federal courts for return of vested property or payment 
of debts out of vested property, and has been interested in several thousand 
other Federal and State court proceedings affecting vested property. 

There is one observation, concerning the operations for which the Office of 
Alien Property has been responsible since 1946, which is important in any con- 
sideration of alien property problems. Contrary to the usual impression, the 
chief workload in this field occurred after the cessation of hostilities. The 
vesting function, the initial step in acquisition of enemy property, did not move 
into high gear until after 1945. Of the total of 19,106 vesting orders issued 
since the outbreak of World War II, 14,038 were issued after 1945. Over 11,200 
of these were issued after October 15, 1946, when the Department of Justice 
was given jurisdiction over alien property. Moreover, of the total of 61,800 
claims so far resulting from World War II operations, more than 55,000 were 
initially filed after the establishment of the present Office in October 1946. 

It is apparent from these illustrations that the Office of Alien Property, upon 
its establishment in the Department of Justice, was confronted, not with the 
final liquidation of an operation well along the road toward completion, but 
with several programs that had not yet reached their highest rate of activity. 
Simultaneous with the necessary increase in vesting activity, the Office had to 
undertake solution of the rapidly growing problems attending the birth of the 
huge World War II claims program. Before the major programs could be 
digested, the Office received responsibility for the foreign funds and Philippine 
programs. 

Moreover, with the passage of the War Claims Act of 1948, the Office faced 
still another major problem, that of financing the war claims fund. Under 
that act, awards are payable to the American citizens who suffered personal 
injury while internees or prisoners of war of the enemy governments. Payments 
were to be made from the war claims fund, with the proceeds of vested German 
and Japanese property which became available as the property was liquidated 
and claims and litigation disposed of. The procedure apparently contemplated— 
of transferring specific accounts after they had been cleared of all claims— 
faced certain difficulties. Section 9 (a) of the Trading With the Enemy Act 
prohibits the liquidation of vetsed property while a suit for return of such prop- 
erty is pending. Some of the major properties vested during World War II, 
such as the General Aniline & Film Corp., are involved in section 9 (a) suits 
and cannot be liquidated. The Attorney General is the defendant in these suits. 
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He cannot control the speed of the litigation. Transfer to the war claims fund 
f the property involved in these suits must await final disposition of the liti- 
tion. Likewise, until all title and debt claims against an account have been 

sed of, no transfer of that account is possible. 

On the other hand, the demands on the fund were immediate. As you know, 

War Claims Act originally provided for the payment of $1 per day to Amer 

servicemen for each day they spent in substandard enemy prisoner-of-war 
ps. It also provided for certain monetary awards to American civilians 
» had been interned by the Japanese in the Philippine Islands and American 
ic possessions that had been occupied by the Japanese. When the War 
ms Commission started active operations in 1949, it was soon apparent that 
ould compute its awards to prisoners of war at a much faster rate than the 
eeds of enemy property could be made available by the Office of Alien Prop 
through transfer of individual accounts. To meet the immediate needs of 
Commission and in order that payments of awards would not be delayed, 
Office in June 1949 made an initial transfer of $25 million to the war claims 

d 
In February 1950 the Office of Alien Property was advised by the War Claims 

mission that it would require $150 million within 2 to 3 years to satisfy valid 

ms under the War Claims Act. Following hearings before the House Inter 
and Foreign Commerce Committee, the Office, with the approvai of the 
iu of the Budget, agreed to advance the required sums from the general 
| of vested funds on the basis of estimates as to the amount of money which 
d probably remain after disposition of claims against vested property. By 
rch 1952 advances to the fund totaling $150 million had been made. 

In April 1952 the Congress amended the War Claims Act to provide for the 

yment of an additional $1.50 per day to those prisoners of war who underwent 

mpulsory labor and inhumane treatment, and of certain claims arising out of 

e destruction of property in the Philippine Islands belonging to religious 

ganizations. The amounts that the Commission has estimated will be required 

pay awards under the original legislation and the 1952 amendments will 
consume substantially all of the proceeds of German and Japanese property 
ested during World War II, which it is estimated will be ultimately available. 

You are interested, of course, in the administrative task that remains to be 
performed in the World War II alien property field and in the organization 
performing that task. Reviewing briefly the remaining workload, the principal 
problem is in the field of claims. More than 51,000 administrative claims are 
pending, divided into approximately 43,000 debt claims and 7,900 title claims. 

During the 5-year period covered by fiscal years 1948 through 1952, the dispo 
sition of title claims has averaged 1,061 a year. On this basis it would take 
approximately 744 years to dispose of the pending title claims. During the 7 
months’ period ending January 31, 1953, however, we were able to dispose of 
1.087 title claims. If this rate is maintained, it will result in a disposition of 
1.860 claims during the fiscal year 1958. At such a yearly rate of disposition, 
the title claims now pending would be substantially closed out in approximately 
414 years. 

This prediction with respect to title claims must be qualified to this extent: 
The vesting of enemy property continued at a high rate unil late in 1951. Title 
claims arising out of such vestings are now being filed and we can expect a sub- 
stantial number of additional claims to be filed during the remainder of this 
calendar year. Moreover, many of the claims now being disposed of are being 
dismissed because of the patent ineligibility of the claimant or other readily 
apparent reasons. The claims still pending, on the other hand, include major 
claims involving substantial amounts of money and complex issues of law and 
fact, such as cases arising out of the cloaking of enemy assets. The litigation 
of some of these cases may well require additional time. 

The debt-claim picture is more difficult. The overwhelming majority of the 
debt claims are those against the enemy governments and a few large enemy 
banks and industrial corporations. The debtor accounts involved are highly 
insolvent and, under the provisions of section 34, no claim against an insolvent 
account may be paid until all other claims against the same account have been 
adjudicated. Since claims against the major insolvent accounts include large 
claims raising difficult legal and factual issues which will undoubtedly require 
adjudication by the courts, it is apparent that under present law no major inroad: 
on the debt claims program can be expected for some time. The Department is 
considering various legislative proposals to simplify debt claim problems. 
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Of the approximately 7,000 estates and trusts in which the Office vested enemy 
interests during World War II, about 2,000 are still pending in State probate 
courts. At the present time the Office is also engaged in some 160 Federal and 
State court proceedings affecting vested property, as well as in defending 119 
Federal court actions filed under section 9 (a) of the Trading With The Enemy 
Act for the recovery of property of an estimated value of approximately $145 
million. These actions are among the most complex ever to be presented in the 
courts of this country. They are based on facts arising in foreign countries, over 
a period of years, and involve intricate financial and corporate matters. Numer- 
ous witnesses, both here and abroad, thousands of documents and complex issues 
of foreign and American law, are among the factors presented by these cases. 

For example, the suit by I. G. Chemie, a Swiss corporation, for the return of 
the Attorney General’s 97 percent interest in General Aniline & Film Corp., in- 
volves the cloaking by I. G. Farben of its property outside of Germany over the 
entire period between World War I and World War II. More than 50,000 rele- 
vant documents have already been analyzed, and yet, since rulings of the Swiss 
Government and the tactics of the plaintiff have prevented access to major 
sources of evidence, the case is still in the pretrial stage. The Supreme Court 
has moreover decided that Chemie’s nonenemy stockholders may intervene in 
the case. Stockholders representing over 900 such claimants have already inter- 
vened and more are expected. 

In addition to handling claims and litigation, the Office must still liquidate a 
considerable amount of property, and must continue to administer still other 
property for an indefinite period. There is $13,500,000 worth of miscellaneous 
securities to be liquidated. We are still managing 909 parcels of real estate. 
There are 188 remaining business enterprises. One hundred twenty-eight are in 
various stages of dissolution in accordance with applicable local laws, including 
12 banks and insurance companies being liquidated by State officials under the 
supervision of this Office. Of the remaining 60 cases, 47 consist of majority in- 
terests in enterprises, entailing supervision of the operations of the companies. 
The other 13 cases involve minority interests of such size that they cannot be 
liquidated through established security exchanges. These interests will be 
sold at public sales. 

The Office must also continue to administer other property which by its nature 
cannot be readily liquidated. This includes more than 500,000 copyrights and 
copyright interests, and approximately 18,000 patents. The Office also still holds 
about 36 million feet of motion-picture film. 

Other tasks remaining include the resolution of intercustodial disputes with 
enemy property custodians of a number of foreign countries. Blocking controls 
must be maintained and administered over the prewar property of the Russian 
satellites and the Baltic countries overrun by Russia. 

The present organization of the Office, which has been in existence since July 
1951, is divided along functional lines to meet these remaining problems. We 
have a Claims Branch, which handles all title and debt claims, and attorney-fee 
problems relating to such claims. Our Litigation Branch is charged with the 
responsibility of representing the Attorney General in all court proceedings in- 
volving vested property. We have a Management and Liquidation Branch, which 
manages and liquidates all types of property. Our other operating branch is 
an Intercustodial and Property Branch, which is responsible for conducting 
negotiations in conjunction with the State Department, for the purpose of re- 
solving intercustodial disputes. This Branch also takes possession of vested 
property and handles the remaining vesting and foreign funds functions. 

In addition to the operating branches, the Office has an Administrative Branch, 
which handles our administrative and personnel problems, and a Comptroller's 
Branch, which maintains the accounting records relating to vested property. 
The Office of the Assistant Attorney General has within it a Legal and Legisla- 
tive Section, which serves as legal adviser to the Director and to the nonlegal 
operating branches and coordinates legal policy for the Office. It also includes 
a Hearing Examiner’s Section, which passes upon contested claims that the 
Chief of the Claims Branch does not recommend for allowance. Under the 
regulations of the Office, an appeal lies to the Director from a decision of the 
hearing examiner. 

There are six field offices, located in New York, San Francisco, Honolulu, 
Manila, Munich, and Tokyo. The Munich and Tokyo offices are investigative 
offices that collect evidence for use by the claims and litigation branches. The 
Manila office is devoted to the liquidation of the Philippine program that was 
transferred from the Philippine Alien Property Administration. The New York, 
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Francisco, and Honolulu offices perform functions with respect to vested 
erty in those areas under the direction of the operating branches in Wash- 
gton. The New York office, in addition, contains our comptroller’s branch, 

h we have been unable to consolidate with our Washington office because 
ir inability to obtain the necessary space. 

Despite the increase in our workload, the personnel of the Office has been 
reasing steadily in recent years. As of January 31, 1953, we had a total of 
employees as compared to 897 employees on June 30, 1944. All of the ex- 
es of the Office since 1942 have been paid out of vested funds in accordance 

annual authorizations by Congress. 
conclusion, I should like to express my gratitude to the committee for its 
ence in permitting this review of the Trading With the Enemy Act and 
idministration during the last 10 years. This review has contained an out- 
of the sources of the powers exercised in the alien property field, includ- 
the various congressional enactments and history of the administration of 
such powers. It has also contained an outline of the present organization and 
functions of the Office of Alien Property. 
The review shows that the congressional directive to seize enemy property 
r the benefit of the United States has been substantially carried out. The Of- 
however, has not yet completed compliance with the additional directive 
the vested German and Japanese property be liquidated and the proceeds 
f such property remaining after disposition of claims and litigation be turned 
r to the war claims fund. Two major bars exist to the early completion of 
mpliance with the latter directive: One is the statutory injunction in section 
a) of the act, which requires this Office to continue to manage a substantial 
amount of vested property pending disposition of major lawsuits seeking re- 

ery thereof; the second is the delay inherent in the disposition of more than 
10,000 debt claims filed against insolvent accounts under the procedures re- 
quired by section 34 of the act. Subject to these complications, the Office is mak- 
ng every effort to complete its administration of World War II enemy property 

s rapidly as possible. 

The Cuarrman. Mr. Chairman, I have been asked by the Republi 

in leadership to appear on the floor. I hope we will not meet until 

[ can be present here. I want to hear Mr. Creighton testify. 

Senator Dirksen. I may say to the committee that with respect to 
at aspect of this matter that deals with property management and 

quidation, we will have Mr. Rubin at an early date. We want to 

get into this as quickly as we can. I am not unmindful that there 
ire things which you do not know. I would like to have you come 
back this afternoon. 

Che committee will resume at 2: 30 this afternoon. 

(Whereupon, at 11:58 a. m., the subcommittee recessed to recon- 

vene at 2: 30 p. m. of the same day.) 




































TESTIMONY OF PAUL V. MYRON, DEPUTY DIRECTOR, OFFICE OF 
ALIEN PROPERTY, DEPARTMENT OF JUSTICE (ACCOMPANIED BY 
JULIUS SCHLEZINGER, CHIEF, LEGAL AND LEGISLATIVE SEC- 
TION, OFFICE OF THE DIRECTOR) 












Senator Dirxsen. The committee will come to order. 
Mr. Myron, when we suspended at lunch time we were discussing 
this question of compromise and where the authority, if any, to make 
compromises was lodged. You stated that you have no authority to 
make a compromise. 

Mr. Myron. As Deputy Director I would have no authority to make 
iny compromise. But as Acting Assistant Attorney General in 
charge of the Office of Alien Property, I would have authority to 
compromise cases. 
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Senator Dirksen. What is the line of responsibility with respect 
to compromises? I suppose after the hearing and the usual work js 
out of the way and it gets up to the stage where compromise may be 
discussed, an offer in settlement is made somewhere along the line, 
Where would it go from that section ? 

Mr. Myron. I think it was said for the record prior to the recegg 
that there are no claims compromised in the Office of Alien Property, 

Senator Dirksen. None whatsoever ? 

Mr. Myron. None that I know of. I think it is a policy of the 
Office not to recommend compromises of claims. That stems from 
our doubt about the authority to compromise administrative claims 
as distinguished from suits in courts. 

Senator Dirksen. Now we are going to ask Mr: Nairn whether he 
has any record, in view of his researches in this field, of any com- 
promises, 

Mr. Natrn. Mr. Myron, I would like to ask you to clarify this point. 
I recognize the distinction between a compromise of a claim and a 
compromise in litigation. But would you express your opinion as to 
the authority in the Trading With the Enemy Act for the Office of 
Alien Property either through the former Custodian or through the 
Director of Alien Property acting as a director and not as an As- 
sistant Attorney General, to compromise a case which is involved 
in litigation in the courts as distinguished from your former state- 
ment with respect to claims? Does the authority lie with the Office 
under the Trading With the Enemy Act or do they derive that from 
general broad authority vested in the Attorney General to settle 
litigation ? 

Mr. Myron. All power to compromise cases in litigation is derived 
from the power delegated to the Attorney General. The creation of 
the Department of Justice and the establishment of the Office of At- 
torney General with the power to conduct cases included the power 
to defend and prosecute a compromise cases. Now that was speci- 
fically set forth in an Executive order in 1933. 

Mr. Nairn. With respect to the Office of Alien Property cases? 

Mr. Myron. With respect to the Attorney General’s authority to 
compromise cases in the courts. 

Mr. Natrn. General litigation ? 

Mr. Myron. That is true. Now there is some doubt about his au- 
thority as Attorney General to compromise cases of administrative 
claims. In fact, some agencies of the Department have asked for 
legislation to give them the opportunity of compromising administra- 
tive claims. 

Mr. Narn. What is your personal feeling with respect to the posi 
tion of the Office of Alien Property in offering a compromise or in 
settling a case with a litigant on the return of vested property? Do 
you feel that there may be some differentiation made between litiga- 
tion to return property which was seized by the Government and 
other Government suits, litigation involving contracts, for example? 

Mr. Myron. I can speak with some authority in that regard because 
of the recent decision of the district court in New Jersey, which said 
that the Attorney General did have authority to compromise cases 
involving alien property. 
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Mr. Namen. My question was: Do you, as an individual, think that 
re should be compromises made with respect to the return of vested 
operties ¢ 
Mr. Myron. In a certain category of cases I would say, in my opin- 
_that compromises are beneficial to the best interests sof the United 
States. In other cases involving different circumstances I would say 
Mr. Narrn. I have here a memorandum dated February 2, 1951, 
m you to the Attorney General in the case of Helen Dwyer. Mrs. 
ver, you will recall, was given in excess of $200,000 by a German 
nal whom she had never seen. That property was vested because 
Office of Alien Property contended it was a cloaking action, that 
civen Mrs. Dwyer to prevent vesting. Mrs. Dwyer’s attorneys 
ht suit under section 9 (a) to return. Prior to the trial her 
rneys offered to compromise. If vou will recall, you strenuously 
te 1, and I believe that the penciled notations on the margins of 
photostatie copy are your reasons, in addition to those stated i 
morandum which I have here which bears your name. And it 
ther appears that you were overruled by Mr. Baynton. I will 
ote from your memor: andum of February 2, 1951, to the Attorney 
General, in which you say 
If Mrs. Dwyer is not a cloak, she is entitled to the whole amount in contro- 
vy. Similarly, if she is a cloak, she is entitled to none. For the Department 
retain 45 percent of that amount gives the appearance that the original 
ire was made only to put the Government in a position to make a bargain. 
| would like you to examine—— 
Mr. Myron. I recall it vividly. 


Mr. Naren. I will ask you to read the penciled notations at the bot- 
some of which are illegible as far as I am concerned. 

Mr. Myron. “Figure is reasonable’—that is one. Two—lI can’t 

ike out this first word—‘Serves to change”—I have difficulty read- 

git myself. It is not my handwriting. 

Mr. Natrn. It is not? It says here, as far as I can ascertain: 


Figure is reasonable. Serves to change long-existing policies. Should not * * * 
sing or gift cases such as General Dyestuff, and I. G. Chemie and Bosch & 
ering 
rest I can’t read. 
But the fact remains that at that time you m: ade the statement that 
your personal opinion as Deputy Director there was no, at least 
no moral, justification in vesting an individual’s property and then 
reaching a compromise inasmuch as I understand you to have said 
: Office of Alien Property is either right or wrong, they are not 
h slfwi ay between. They have either taken the property from a Ger- 
man or an enemy alien or the *y have taken it from an American cit- 
zen who should have it returned. 

Mr. Myron. That is true. 

Mr. Natrn. After you made this decision—— 

Mr. Myron. I made that decision in the absence of the Attorney 
General when I was in charge of the Office of Alien Property. 

Mr. Natrn. From your recommendation at the time the Assistant 
Attorney General was absent, did that memorandum, the offer of 
compromise, then go to the Attorney General with your recommenda- 
tion for refusal of compromise ? 
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Mr. Myron. In view of the difference of opinion, the original 
memorandum recommending a compromise came to me from the Chief 
of the Litigation Branch, which included the recommendations of 
the attorneys who were handling that particular matter within the 
Branch. The recommendation was to compromise in this case. In 
my judgment, I did not think that the reasons given by the Litigation 
Branch warranted a settlement of this case. It was a matter of a 
difference of opinion between the Chief of the Claims Branch and 
myself. Now in view of that, both memorandums went to the Deput) 
Attorney General, and subsequently the recommendation of the Liti- 
gation Branch was accepted and the compromise was effected. 

Mr. Narrn. Was that Deputy Attorney General Harold I. Baynton/ 

Mr. Myron. He was never Deputy Attorney General. He was the 
Assistant Attorney General in charge of alien property, but it was in 
his absence that I was acting in his capacity. 

Mr. Natrn. Would you recognize the initials on that offer in com 
promise, and, for the purpose of the record, read them what you believe 
them to say ? 

Mr. Myron. “TI believe this compromise should be accepted.” These 
are the initials of Harold I. Baynton. 

Mr. Naren. Can you identify the other initials under Mr. Baynton?! 

Mr. Myron. In explanation of that, that was put on this memoran- 
dum after it had left my hands. 

Mr. Naren. Could you scrutinize it and tell me what you think it 
says ¢ 

Mr. Myron (reading) : 


I believe the compromise should be accepted. 


Initials, “H. I. B., 2/13/51.” 

Mr. Naren. Under that there is some more writing. What does 
that say ? 

Mr. Myron. “It might be approved, Attorney General”—It is diffi- 
cult to read here on this photostatic copy. 

Mr. Natrn. What would you assume it read ? 

Mr. Myron. I would say, without knowing myself, that it would 
be an acceptance of the recommendation of Harold I. Baynton which 
precedes it. 

Mr. Narrn. By whom? Who would accept the recommendation! 

Mr. Myron. I would say it was the Deputy Attorney General. 

Mr. Narrn. Did it ever come to your attention in this particular 
case that there may have been pressures to settle this case other than 
the reasons set forth in your opinion in the memorandum? Did you 
ever have anybody come in to you and ask you to settle it? 

Mr. Myron. I did not. 

Mr. Nairn. Did you ever hear anybody discuss settlement of this 
case other than for reasons that the evidence did not support the 
vesting order ¢ 

Mr. Myron. I may have discussed the question of settlement of 
this case with the Branch Chief who submitted the memorandum to 
me recommending settlement, which I turned down at the time that 
it was in my office before it was transferred to the Deputy Attorney 
General’s office, and I know of no one else who has brought any pres- 
sure whatsoever on me. 
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Mr. Narn. You never heard anybody at any time suggest that 
there might have been ? 

Mr. Myron. I never did, no. 

Mr. Narrn. Do you know what the eventual settlement was in this 
Helen Dwyer case? 

Mr. Myron. I think it was half the amount of money that we 
vested as the property of the German who was alleged to have given 
the American claimant the property as a gift. If I remember cor- 
rectly, it was half the amount of the property that was seized. 

Mr. Naren. Do you still feel personally that the Government is 
either right or wrong in a vesting action and not half right or half 
wrong ¢ 

Mr. Myron. That the Government is right or wrong in a vesting 
action? You must remember that we vest when we have reason to 
believe that the property is owned by an enemy. Now in many in- 
stances, due to the necessity of seizing property as quickly as pos- 
sible in time of war, we may make erroneous findings for the basis 

m which we vest. I would say that there is some investigation con- 
ducted prior to the time we vest. This was during the war, of course. 
But it may be possible that information came to us after vesting which 
ndicated that it was only partly owned by German nationals, or 
there might be difficulty in determining the factual situation, whether 
or not the property was, as alleged, paid as a gift and had been trans- 
ferred from the German enemy to an American citizen. 

Mr. Natrn. Then, in essence, there is some considerable doubt in 
this particular case, and there may have been in others, that there 
was a justified reason for the vesting. We all recognize the necessity 
for the original vesting, but then the claimant is placed in a position 
where they are litigating to recover property which has been taken 
away from them, and the government’s position, if I understand your 
personal statement as I read here from this memorandum, is that if 
they made a mistake they ought to give it back. 

Mr. Myron. That is true. 

Mr. Narrn. And should not put the pressure on the claimant by 
saying, “I have your property. You prove that it is yours and that 
you want it back.” I again quote that you say that giving a com- 
promise “gives the appearance that the original seizure was made 
only to put the Government in a position to make a bargain.” Do 
you not feel that they are in a position to make a bargain with any 
claimant who comes to recover property ¢ 

Mr. Myron. I don’t think that there are any compromises initiated 
by the Government, to my knowledge. Compromises usually are 
nitiated by the claimant. 

Mr. Naren. I understand that. But they may be initiated by the 
claimant, realizing the difficulty they have to recover property which 
the Government says was legally taken from them, and then the 
Government feels that their position is so insecure that they, all for 
necessity, have to accept the compromise offer from the claimant to 
settle for half of it. I ask you if your personal opinion, as expressed 
here, still stands? Do you think that puts the claimant in a very 
unfair position ? 

Mr. Myron. It would be my opinion that settlements should be 
very few and far between. I don’t like settlements of cases invoiving 
property which has been seized legally, under the provisions of the 
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act. But, as I say, there may be property seized in toto from a person 
who we believed on the record to be an enemy, and it may turn out 
that there is a doubtful factual situation here of ownership of the 
entire property. In those cases, if we can reach a position where 
we can find definitely that the property vested might include property 
owned by a German and property owned by an American, I say there 
you have grounds for settlement. 

Your question is directed solely to the position of the Custodian 
when he takes property, when he seizes property. He seizes it as 
enemy property, and he believes it, and has information which at 
least gives him reasonable belief to feel that it is enemy-owned prop- 
erty. Now if it should turn out later on, after the war is over, that 
disclosures are made as a result of investigations that the property 
involved is not entirely owned by Germans or enemies, then I say 
that we should try or attempt to separate the property which we find 
to be German owned and that which we find to be owned by others. 

Mr. Narrn. Apparently you did not believe there was any reason 
to separate this $200,000 in the Helen Dwyer case? 

Mr. Myron. I didnot. I reached that conclusion because I believed 
it was a case of a doubt as to the facts and I thought, I believed, 
that the recommendation from the Litigation Branch was based on 
the death of the person who gave the gift or who was alleged to have 
given the gift to the American citizen, and the unavailability of 
another witness to the transaction who was in the Russian zone. 

Now, I felt in my judgment that the circumstances of the gift or 
of the alleged gift were such that if it were presented to a court 
we would have better than a 50-50 chance of winning. My con- 
clusions were different from those reached by the Chief of the Litiga- 
tion Branch. 

Senator Dirksen. I want to ask you this. If time studies were to 
be initiated to show how long it takes and what the cost is of process- 
ing cases, large and small, through the Alien Property Custodian’s 
Office, who logically would be the one to install such a study? It 
would be you, I take it, as chief administrative officer, would it not? 

Mr. Myron. At the present time, yes, sir. 

Senator Dirksen. Now you have been the chief administrative 
officer aside from the Custodian how long? 

Mr. Myron. About 10 days. That is as Chief of the Office. 

Senator Dirksen. I said “administrative officer aside from the 
capacity of Acting Custodian.” Your duties, as you testified, are—— 

Mr. Myron. My duties, of course, are limited to a certain extent 
as Deputy Director of the Office to the extent of final policy. That 
would be in the hands of the Director of the Office or the Assistant 
Attorney General. 

Senator Dirksen. You were the Chief of the Office for several 
years insofar as it relates to administrative procedures in the Cus- 
todian’s Office. Would you not be? It is assumed that the Alien 
Property Custodian would concern himself mainly with policies and 
that sort of thing and that you were his righthand man as Deputy 
Director. 

Mr. Myron. I aided and assisted the Assistant Attorney General 
in that division. 

Senator Dirksen. Properly speaking, as the administrative officer, 
such studies would be initiated by you? 
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“son Mr. Myron. That is true. 
n out Senator Dirksen. Did you initiate such studies? 
the Mr. Myron. I did. I spent considerable time in the reorganization 
here f the Office in 1950, in 1951, and that was when we decided to put 
erty e emphasis on the vesting program. Then, as a result of that, 
there en we cleaned up the vesting program and vested most of the prop- 
ty that was reported to us, I went into the reorganization of the 
re Office, particularly the Claims Branch of the Office. I made 
tain recommendations and carried through certain audits. 
Senator Dirksen. Is this the type of operation that would lend 
itself to a time study to find out how much you spend on claims, large 
| small? I assume that there is a common denominator some- 
here, that it takes X dollars to process a claim, just like it takes so 
ich to package a can of water. You start out with the cost of the 
and whether you can tomato juice, pumpkin, or corn, there is a 
fixed cost, they tell me, in the canning industry. It used to be 6 cents 
in or more, whether you canned water or something else. There 
; to be a common denominator somewhere. The time study would 
reveal this matter, and with the thousands of claims it seems to me 
there was a ree al responsibility on the administrative officer to take a 
look, unless we were going to run this show for 30 or 40 years. 
Mr Myron. When I came into the Office as Deputy Director, I 
derstook such a study, probably not as extensively as you have de- 
ribed it. But as a result of that study there was a reorganization 
the Office of Alien Property. We did set up in the Claims Branch 
trial section which we thought would expedite the cases which were 
eard by the hearing examiners on the merits. We took that func- 
tion, which had previously been in the two related sections, the Title 
Claim Section and the Debt Claim Section, took that trial work out of 
those sections, set up a separate section, and I think it increased pro- 
ductivity to the exent that the Title Claim Section could spend most 
of its time on cases which might be submitted to the Director of the 
Office on summary allowance. And we also, I believe, started to make 
inroads into the cases which had to be heard on the merits. 

Senator Dirksen. You see, Mr. Sapp noted in this committee report 
the “average time between bar date and the final determination of debt 
claim is 20.4 months.” I want you to break that down for the benefit 
of the committee. Does that involve all types of claims, some longer, 
some shorter? What is this picture with respect to the disposition 
of debt claims, for instance? It is, after all, an administrative matter, 
it seems to me, shot through somewhat with circumstances and con- 
ditions. 

Mr. Myron. With respect to debt claims, as I have previously stated, 
in great bulk, I would say 90 percent of the debt claims, filed with 

he Office are against governments, enemy governments or subdivisions 

f that government, or enemy banks which had branches located in 
ch United States. Many of those accounts are insolvent. There have 
been millions of dollars’ worth of claims filed against those accounts. 
They don’t contain sufficient money to pay out those claims. So what 
we are really doing is paying debt claims or processing debt claims 
oon these gover rnments or subdivisions of governments or banks, 

branches of which have been set up in the United States, particularly 
by the Japanese, where deposits were made in yen certificates, deposits 
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which would be paid in yen certificates, would be paid in Japan, and 
probably will be paid in Japan at one time or other. 

In order to close out the debt claim program, it is necessary in many 
of those cases to hear all claims and to determine the allowability 
of those claims before we can pay one. Now that takes considerable 
time. 

Mr. Nairn. Is it not true that you have not yet determined on what 
date you will compute the value of these yen certificates ? 

Mr. Myron. There is the question of foreign exchange, how they 
will be paid, whether it will be a judgment day payment or whether 
it will be a breach day payment. That question has never been 
decided. 

Mr. Naren. Has the Office ever asked for legislation to determine 
that, or are you waiting until it will be det ermined by litigation ? 

Mr. Myron. That, I understand, is the legislative proposal that is 
under consideration. 

The Cuamman. As I understand your reply to the chairman here, 
no one over there can administratively settle these claims ? 

Mr. Myron. Yes, there could be, Senator. 

The CHairman. Is there? 

Mr. Myron. Many of these claims could be summarily processed. 

The Cuarrman. Is there anybody over there who can settle ? 

Mr. Myron. Title claims, yee sir. They could be finally settled by 
summary action of the Office of Alien Property. 

The CHairman. Now, what harm would there be in giving Mr. 
Creighton over there authority to settle a claim for $25,000 instead 
of compelling people to go to a lawsuit? 

M~. Myron. You mean arbitrarily for $25,000? 

‘The CuHamman. Yes, the same as they do in the Navy. The Navy 
settles millions and millions and millions and millions of dollars of 
claims. ‘They do not go near a court. Why compel a man who has 
$200 or $400 to go into a Federal court, and maybe go to the Supreme 
Court of the United States, when you can get together and use your 
good judgment and do the best you can to settle it? 

Mr. Myron. Senator, it has been the policy of the Office to secure 
sufficient information to warrant the payment of any claim against 
property vested, 

The CHatrman. Is there anything administratively against doing 
it? 

Mr. Myron. Not at all, and it is being done in summary allowances, 

The CuatrmMan. You said it was not being done. 

Mr. Myron. I am sorry if I led you to believe that. We have 
routine procedure over there whereby claims are recommended for I. 
lowance by the Claims Branch, and go to the Director of the Office for 
signature. 

Senator Henprickson. Would the Senator yield? 

The CHarrman. Yes. 

Senator Henprickson. Do we have in the record a typical example 
of the procedure on a given claim? 

Senator Dirksen. I thought Mr. Creighton could furnish that more 
authoritatively. We are going to finish with Mr. Myron and ask Mr. 
Creighton to take the chair. 

Mr. Myron. On the particular question you ask, Senator, there is a 
procedure over there now in existence whereby title claims may be 
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passed on by the Chief of the Claims Branch and submitted to the 
Director of the Office for allowance on evidence which he believes is 
ficient to warrant the allowance of the claim. 

Che Cuarrman. How long does that take? 

Mr. Myron. That I wouldn’t know, Senator. I wouldn’t know 
ist exactly how long it would take. It would take sufficient time to 
nvestigate the evidence and to present the memorandum to the Chief 
f the Claims Branch, and ultimately to the Director of the Office. 

Senator SmitH. How many of those claims have been administered 

that manner in the last 5 years? 

Mr. Myron. About 4,500. 

Senator Smiru. That is about 900 a year. 

Mr. Myron. I would judge that. Probably more have been passed 

recently. 

The Cuatrman. How many claims have you over there of $25,000 
r less, of all these thousands of claims? 

Mr. Myron. I don’t have those figures available and I don’t want 
torelyon my memory. Mr. Creighton, I think, will have the figures. 
He is going to speak particularly on the claims program. 

The Cuarmman. Can you see ony objection to Mr. Creighton’s au- 
thority to settle those claims of such a small amount ? 

Mr. Myron. He has authority today to recommend the allowance 

‘claims. 

Che CHarrMan. Who has recommended it ? 

Mr. Myron. He recommends it to the Director of the Office. 

Che CaatrMan. Who is Director of the Office ? 

Mr. Myron. At the present time, I am Deputy Director of the Of- 
ice, and I have been acting for the Director for the last 10 days. 
There is no delay there, Senator. If you thought of a delay from 

the time it gets to the Director’s Office, there isn’t any delay in allow- 
ng the claim in the Director’s Office. 

The Cuatrman. If I, as one of those citizens, had a claim against 
your fund for $25,000, I would much rather take $15,000 than wait 20 
years to get the rest of it because I might be dead by that time. I 
would rather make the best settlement I could with Mr. Creighton. 

Mr. Myron. There wouldn’t be any grounds for settlement in that, 
Senator. It would be a question of the quantum of proof required by 
the Claims Branch in order to recommend the allowance of the claim 
to the Director’s Office. 

Now there is no delay in that procedure after the Chief of the 
Claims Branch is convinced that it is an allowable claim. 

The Cuarrman. How many of these claims courts do you have ? 

Mr. Myron. There is a procedure on a contested claim whereby the 
claims are heard by hearing examiners. At the present time there 
are four. 

The Cuarrman. There is nothing to stop you from having 40, is 
there ¢ 

Mr. Myron. No, sir, there is not. 

Senator Smirn. Mr. Myron, you said something just now that I 
think probably answers the question I asked this morning. I was not 
quite satisfied with the explanation. You said 4,500 claims in 5 
years. That is 900 a year. Now you do have approximately 45,000 
claims yet, approximately that Suceine ? 
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Mr. Myron. 45,000 claims all together ? 

Senator Smiru. Yes. 

Mr. Myron. I think it went higher than that. 

Senator Smrrn. All right. Even at that, we will take that low 
figure. 

Mr. Natrn. 63,000. 

Senator Smiru. ‘That means it will take more than 60 years at the 
rate you are going, at the rate you have been going for the last 5 years. 

Mr. Myron. These are title claims you are speaking of ? 

Senator Smiru. You said that you had adjusted 4,500 in the last 5 
vears. 

Mr. Myron. Title claims? 

Senator Smirn. Yes. 

Mr. Myron. That is right. 

Senator Smiru. That is at the rate of 900 a year? 

Mr. Myron. Yes, sir. 

Senator Smirn. Are there 45,000 such claims ? 

Mr. Myron. There are only 7,900 title claims left. 

Senator Smirn. How many are left ? 

Mr. Myron. 7,900, I believe. Those figures will be given to you 
by Mr. Creighton. 

Mr. Natrn. There are approximately 9,000 at the time this report 
was prepared. 

Senator Smita. What about the other claims? How fast have they 
been litigated? How many a year? F 

Mr. Myron. There are very, very few debt claims that have not 
been allowed, in my opinion. 

Senator SmirnH. | thought there was a whole lot of claims outstand- 
ing. 

Mr. Myron. There are a tremendous number of debt claims. 

Senator Smirn. How many of those? 

Mr. Myron. There are 51,000 administrative claims pending at 
the present time, 43,000 debt claims, and 7,900 title claims. 

Senator Smiru. How long will it take you to clean up the 51,000 
at the rate you have been going? 

Mr. Myron. I think we could finish up the 7,900 remaining title 
claims, at the present speed of our operations in 414 to 7 years. 

Senator Smiru. What about the other claims, at the rate you are 
going, not only estimate but based upon fact? At the rate you have 
been going for 5 years, how long would it take you ? 

Mr. Myron. I wouldn’t want to hazard a guess. 

Senator Smirn. At the same rate? 

Mr. Myron. At the same rate we have been going with debt claims? 

Senator Smiru. Yes. 

Mr. Myron. I think it would take years and years. 

Senator Smirn. How many years? Fifty years, would it not? 

Mr. Myron. I can’t foresee any termination of the debt claim pro- 
gram at the present time. 

Senator Dirksen. In other words, it is infinite? 

Mr. Myron. It is true. 

Senator Derksen. It is like Tennyson’s brook, it will run on forever. 

Mr. Myron. It will, until we have legislation. 

Senator Dirxsen. Before you leave the stand I wish you would tell 
the committee how your office is set up. There is the Custodian at the 
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top. There is the Deputy, that is you. Now, detail for us the branches, 
divisions, groups, everything you have. 

Mr. Myron. I think that is set. forth, Senator. 

Senator Dirksen. You tell us about it. 

Mr. Myron. I can tell you without referring to the report. 

Senator Dirksen. A good administrator ought to know his office 
nd ought to have in mind the pattern of his office. 

Mr. Myron. We have the assistant attorney General, who is also 
the Director of the Office of Alien Property. In his office is the 
Director, Deputy Director. 

Senator SmirH. That is you—has been ? 

Mr. Myron. Yes, sir. 

Senator Dirksen. The Alien Property Custodian holds title also 
is an Assistant Attorney General? 

Mr. Myron. That is true, sir. 

Senator Dirmxsen. He is the Custodian. You call him the Di- 
rector. We must get clear on this nomenclature. 

Mr. Myron. We had the Custodian before transfer to the Justice 
Department, merger with the Justice Department. 

Senator Dirksen. So, he really is not the custodian any more? 
He is the Director of the Office of Alien Property ? 

Mr. Myron. Yes. 

Senator Dirksen. You are the Deputy ? 

Mr. Myron. That is true. 

Senator Dirksen. Go on from there. 

Mr. Myron. Also in the Director’s office is the legal and legis- 
lative counsel, who acts as adviser to the Director. We have also 
located in the Director’s office the Hearing Examiners’ Branch. 
Those are the judges of the claims program. 

Senator Dirksen. Your Office is sort of consolidated with the Di- 
rector, also? 

Mr. Myron. That is true. 

Senator Dirksen. How many people have you working in that top 
administrative office ? 

Mr. Myron. In the Director’s office there is the Director and two 
girls. In the Deputy Director’s office there is the Deputy Director 
‘and one girl. In the Legal and Legislative Office of the Director 
there are—TI will break it down for you. 

Senator Dirksen. Just tell us roughly. 

Mr. Myron. I would say about a dozen. 

Senator Dirksen. Now in the Hearing Examiners’ Division? 

Mr. Myron. There are four lawyers and secretarial help. I think 
. secretary for each hearing examiner. 

Senator Dirksen. The lawyers serve as hearing examiners? 

Mr. Myron. That is right. 

Senator Drrxsen. You said lawyers, not hearing examiners. 

Mr. Myron. They are lawyers and hearing examiners. 

Senator Dirksen. And then stenographers and clerks to go with 
them ? 

Mr. Myron. That is true. 

Senator Dirksen. What is the next branch you have set up? 

Mr. Myron. We have the Claims Branch. I don’t want to trust 
my memory too much. 

Senator Dirksen. Well, you can correct it later. 
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Mr. Myron. In the Claims Branch we have 54 attorneys and 48 
in clerical help, including stenographers. 

Senator Dirksen. That is the whole Claims Branch ? 

Mr. Myron. Yes. 

Senator Dirksen. Now you have a Property Management and 
Liquidation Branch ? 

Mr. Myron. That is true. We have 11 attorneys and 47 in clerical] 
help. 

Senator Dirksen. Eleven and forty-seven ? 

Mr. Myron. That is true, 58 all together. 

Senator Dirksen. What else? 

Mr. Myron. In the Litigation Branch we have 74 all together—41 
attorneys and 30 in stenographic positions. 

Senator Dirksen. Anything else? 

Mr. Myron. We have the Intercustodial and Property Branch, 
with 7 attorneys and 54 in clerical help. 

In the Controller’s Branch, which is located in New York, we have 
61 clerical. Ihave already given you the figures in the offices overseas. 

Senator Dirxsen. That is right. That is the element with which 
you work? That is the Office of Alien Property ? 

Mr. Myron. Yes, sir. 

Senator Dirksen. Is it necessary from time to time to recruit new 
personnel? Are you losing personnel and have to fill in gaps? 

Mr. Myron. We are, sir. 

Senator Dirksen. Who handles that matter? Does that come to 
you voluntarily on 57’s by way of application, or do you go out to 
recruit, or does somebody suggest names to you ? 

Mr. Myron. The Personnel Office receives the 57’s of attorneys or 
other help that might be looking for positions in the Office of Alien 
Property. If no 57 is filed, at the time they have a meeting with the 
personnel officer, they are asked to file a 57 form. They are then 
processed if there are vacancies to be filled, they are processed through 
the investigative agencies of the Government which do that personne! 
investigation. They come to the Assistant Attorney General for 
recommending the appointment of such a person. 

Senator Dirksen. Are all your people under civil service? 

Mr. Myron. I wouldn’t say that, Senator. 

Senator Dirksen. How many? 

Mr. Myron. To my best judgment, it would be most of the clerical 
help and probably half of the professional help. 

Senator Dirksen. Very well. 

Are there any other questions? 

The Cuamman. I would like to on up a proposition to you as to 
whether you think it is practical or not. hat is wrong with a 
fellow who has a claim there saying «6 will name a man, you name 
a man, and they name a third lawyer, and we will be bound by the 
result. We will just arbitrate the thing.” 

Mr. Myron. These are in title claims, Senator, you are speaking of ? 

The Cuarrman. Any kind of claim. 

Mr. Myron. In title claims that would be, I think, a difficult pro 
cedure, and I think probably would require the evidence that is now 
necessary, which delays the final results in the case because the arbi- 
trator would necessarily have to have the evidence of the Government 
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ind the claimant in order to decide the case. Of course, that is a 
contested case and that is done at the present time. 

Senator Smrrn. Would that be because there would be property 
rights that would be determinable by the law existing; that is the 
reason for that? 

Mr. Myron. That is true. 

Senator Smirn. I can see some reason why it would be difficult. 

The Cuatirman. What would prevent you from turning these over 
to some Federal judges, saying, “We will deposit this money in the 
oftice of the clerk of court, you folks go in there and battle it out?” 

Mr. Myron. I think that would be putting the burden from the 
Office of Alien Property on a certain type of claims to the courts. 

The Cuarrman. What is wrong with that ? 

Mr. Myron. It wouldn’t be wrong, but I don’t think it would in- 
crease production. 

The CuatrMaNn. You have all kinds of Federal judges who are do- 
ng nothing, fellows who are retired and have been retired for years, 
nd they are simply drawing their money, they have been drawing 

for years, doing absolutely nothing. Why cannot those judges be 

lized ¢ 

Mr. Myron. We could utilize some help down there in solving these 
claims, and passing on them and processing them to a final result, I 
am sure, Senator, whatever type of person they may be, if they are 
qualified. 

The CHatrMan. You would be willing to accept the judgment of 
one of these district judges, a man who had had years and years of 
experience on the bench ? 

Mr. Myron. Of course, he decides the cases as judge of the district 
court. He decides cases in litigation. 

The CuarrmMan. Yes. 

Mr. Myron. At the present time. 

The Cuatrman. What is the objection to utilizing their services? 

Mr. Myron. We could very well utilize them. The procedure, 
Senator, I don’t think would increase the productivity. 

The CuarrMan. You have four examiners, you say. How many 
cases does one of those handle in a day ? 

Mr. Myron. In a contested case it might take a part of a day or it 
might take a whole day or it might take 2 or 8 days, depending on 
the complexity of the questions involved and the issues involved in 
the case. I would say the average time would be less than a full day. 

Senator Dirksen. I might suggest that since we have Mr. Creigh- 
ton here, we might proceed to that very matter now. 

Senator Smirn. I would like to ask him one question before we 
leave him. 

Senator Dirksen. Yes. 

Senator Smirn. Mr. Myron, as I understand, the Office has vested 
a great many properties by way of the seizure of stock certificates 
stock interest, of concerns of one sort or another ? 

Mr. Myron. Yes. 

Senator Smiru. Now, in some of those instances, did the companies 
whose stock was seized by the Custodian have subsidiary corpora- 
tions? 

Mr. Myron. In some cases, I believe, yes. 


’ 
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Senator Smiru. In those cases the ownership of the subsidiaries was 
sere d, of course, evidenced, by the stock in the subsidiary held 

by the parent company ? 

Mr. Myron. Yes, sir. 

Senator Smiru. And it was the parent company stock that the Cus 
todian would hold? 

Mr. Myron. In some of those cases the Custodian would take the 
parent company’s stock. 

Senator Smirn. Now, was any record kept in your Office as to 
properties that belonged to subsidiaries that were once removed from 
the Custodian’s Office? Was there any inventory of the properties 
that the subsidiaries owned ? 

Mr. Myron. If the properties had not been vested I don’t believe 
there would be any record other than investigation reports, which 
might include investigations of the subsidiaries as well as the parent 
company. 

Senator Smiru. Here is “A” company and the stock is vested by 
the Custodian. “A” company owns stoc k, perhs ups all of it, perhaps 
it controls “B” company. That is the way the Custodian would have 
an interest in the stock of the “B” company. 

Mr. Myron. That is true. 

Senator Smiru. Now “B” company, in turn, might own all kinds 
of property, might it not, a coal mine, oil business, hotel property, 
apartment house, and whatnot? 

Mr. Myxon. Yes, sir. 

Senator Smiru. Now, those properties owned by the second com- 
pany would not be utilized and itemized in inventory form with the 
Custodian’s Office, would they ? 

Mr. Myron. Would those assets be in the United States or abroad ? 

Senator Smirn. I am taking the United States now. 

Mr. Myron. I think there would be some record of those assets 
within the United States. Now, if those assets were abroad, we might 
have the assets listed in our records as such, but we couldn’t very well, 
except as the owner of a parent company or controlling interest in the 
parent company, control or regulate the activities abroad. 

Senator SmirH You are not certain about that, are you? 

Mr. Myron. I wouldn’t be entirely certain about it. I would pre- 
fer to refer to the record. 

Senator Smiru. That is what I was going to ask you to do to make 
certain, because the next step, a third step, would be a subsidiary 
through the first company. Now that third company might own coal 
mines or oil wells, apartment houses, real estate, and whatnot. Now, 


would that company’s property be listed or inventoried in the Cus- 
todian’s Office ? 


Mr. Myron. No, sir. 

Senator Suiru. I thought that was right. I was not trying to trick 
you. I was trying to see how it was done. 

Now, I have had some suggestion—maybe reliable, maybe not—that 
is the reason I am asking you about it—that in some instances there 
have been persons who were connected with the Alien Property Cus- 
todian’s Office who did some trading in some of the properties, once 
or twice or thrice removed from the Custodian’s Office. Have you 
ever heard of any such trading as that going on? 
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Mr. Myron. I have not. 

Senator Smrru. Where a person connected with the Office would 
buy a coal mine and maybe it is a little one or maybe a big one that 
belonged to the third company, “C” company, that was not listed with 
the Custodian’s Office? 

Mr. Myron. I have no such information. 

Senator Smiru. You have never heard of anything of that sort 
being done? I want to get to the bottom of it because that would go 
to the integrity of some of the people connected with the Office. You 

ould not tell from the record in your Office, could you? If “C” com- 
pany owned a bicycle shop and somebody wanted to buy it, who had 
some connection with the Sustodian’s Office, you could not tell whether 
that bicycle shop belonged to “C” company or not under your present 
ystem of records, could you? 

Mr. Myron. I don’t think we could. 

Senator Smirn. That is what I wanted to get at, whether or not 
there is any way to check on both properties that are held by the “B” 
or “C” companies that might be traded in. I am just wondering 
whether that is what the talk has been about and whether there is 
nything to it. 

Mr. Myron. I will look into that, Senator, and supply you with any 

iformation I have along those lines. 

Senator Dirksen. Mr. Rubin would be a good authority on that? 

Mr. Myron. He would have more intimate knowledge of the ac- 
tivities. 

Senator Dirksen. We will take it up with him when he comes up. 

Any other questions ? 

Senator Henprickson. Mr. Myron, I have not been here through 
all the hearings. Has there been any testimony given about these 
opyrights and patents? 

Mr. Myron. I don’t believe so. I haven’t been asked, Senator, and 
I don’t think there has been any testimony except as it is treated in 
the statement which I made. I think you will find it in the statement 
I have submitted for the record. 

Senator Dirksen. The property is managed as such by the Manage- 
ment Branch ? 

Mr. Myron. That is right. 

Senator Henprickson. Can you give us some information about 
that, the patents and copyrights? 

Mr. Myron. Mr. Rubin, who is the Chief of the Branch, will be 
here, I believe, a week from Friday. My statement, which is in the 
record, contains some information along the lines of patents and copy- 
rights. 

Senator Henpricxson. Does it indicate what disposition is being 
made of these patents and copyrights and what their value may be? 

Mr. Myron. I think it gives more of an explanation of the present 
administration of copyrights and patents. As I say, Mr. Rubin is 
in charge of that particular activity of the Office. 

Senator Henprickson. Mr. Chairman, I will wait for Mr. Rubin. 

Senator Dirksen. We will ask you, then, Mr. Myron, to vacate the 
chair, and we will ask Mr. Creighton to come forward. 
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TESTIMONY OF THOMAS H. CREIGHTON, JR., CHIEF, CLAIMS 
BRANCH, OFFICE OF ALIEN PROPERTY, DEPARTMENT OF 
JUSTICE, ACCOMPANIED BY LEON ULMAN, ASSISTANT CHIEF, 
CLAIMS BRANCH, AND IRA KIRKLAND, CHIEF, APPEALS AND 
OPINIONS SECTION 






Senator Dirksen. Mr. Creighton, will you be sworn ? 
Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Creitentron. I will. 
I have sitting with me Mr. Ulman, who is Assistant Chief of the 
Claims Branch, and Mr. Kirkland, who is Chief of the Appeals and 
Opinions Section. 









Senator Smirnu. If they are going to be in the nature of assistants. 
I think it would be a good idea, would it not, to swear them also? 

Senator Dirksen. Mr. Ulman and Mr. Kirkland, do you solemnly 
swear the testimony you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Utman. I do. 

Mr. Krrknanp. I do. 

Mr. Cretcuron. I have a prepared short statement giving in chron- 









ological order the history of the claims program with respect to 
World War II property, as well as procedures adopted, and some of 
the problems that have been presented. Since I have been advised 
by Mr. Nairn that you prefer to interrogate me by question and 
answer, I ask leave to file the statement. 

Senator Dirksen. Very well. Mr. Creighton’s statement will be 
filed for the record, and can be used for whatever reference purpose 
one may desire. 

(The statement referred to follows:) 













STATEMENT OF THOMAS H. CREIGHTON, JR&., CHIzr, CLAIMS BRANCH, OFFICE OF 
ALIEN PROPERTY, DEPARTMENT OF JUSTICE 











Mr. Chairman and members of the committee, I am Thomas H. Creighton, Jr., 
Chief of the Claims Branch in the Office of Alien Property, Department of Justice. 
I am here in response to your request, and I have prepared a statement concern- 
ing the claims program of the Office of Alien Property which I desire to present 

I have been in charge of the Claims Branch since July 1951. Prior to that time 
I was Chief of the Estates and Trusts Branch of the Office. That Branch was 
abolished and its functions transferred to the Litigation Branch of the Office as 
part of the reorganization of the Office in July 1951. 

The Claims Branch was established on July 31, 1947, to integrate administra- 
tively all aspects involved in the processing of claims, except the determination 
of contested claims. Prior to that date, the allowance or disallowance of all 
claims had been the function of the Vested Property Claims Committee, which 
was established in July 1943. The actual processing of claims had been the 
function of various units of the Office, depending upon the nature of the 
property involved. 

During the period of the existence of the Committee approximately 12,500 
claims were filed, of which only 559 were closed, leaving some 12,000 claims 
awaiting disposition upon creation of the Claims Branch. In explanation of the 
relatively small number of claims disposed of during the period the Committee 
functioned, it should be stated that the then Custodian followed the policy of 
withholding action on claims of friendly foreign nationals because the authority 
to vest property of any foreign national conferred by section 5 (b) of the Trad- 
ing With the Nnemy Act, as amended in 1941, cast doubt upon the continuance 
of the power under section 9 (a) to return such property. This doubt was not 
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resolved until the Supreme Court's decision in 1947 in Clark vy. Uebersee Finanz 
Korporation, 332 U. 8S. 480, which established that a nonenemy foreign national 
vas entitled to return under section 9 (a). 

On March 8, 1946, the 79th Congress enacted section 32 of the act to provide 

r the return of vested property to technical enemies by administrative action. 
fhat section and section 34, to which I will shortly refer, are the foundation 

r the major portion of the work that is pursued in the Claims Branch. Section 

2 authorizes the return of vested property to the owner immediately prior to 

esting, or the legal representative or successor in interest by operation of law 
the former owner, provided both are able to meet the eligibility require- 

nts of that section. As originally enacted, section 32 (a) barred the return 
vested property to (a) enemy governments; ()) enemy corporations or asso- 
tions other than those wholly owned by United States citizens or corpora- 
ns; (ce) individuals voluntarily resident within enemy territory after Decem- 

1941; (ad) enemy citizens who were present in or engaged in business in 
my or enemy-occupied territory at any time between December 7, 1941, and 
ch 8, 1946; and (e) foreign corporations or associations which after Decem- 

1941, were either controlled or 50 percent or more of the stock of which 

; owned by persons ineligible to receive a return. It is further provided by 
ion 32 (a) (8) that a return shall not be made where the property claimed 
held or used after September 1, 19389, pursuant to any arrangement to 
al property within the United States of any person ineligible to receive 

return. 

On August 8, 1946, there were enacted as amendments to subdivisions (C) 
(D) of section 82 (a) (2) provisos authorizing returns to victims of Axis 
ecution who had been barred by the provisions of the section as originally 
cted. Finally, section 82 (a) (5) requires in each case a finding that the 

urn is in the interest of the United States. 

Each of the provisions I have mentioned has led to difficult questions of inter- 
ation and implementation of the statutory scheme, some of which I will 
ss later in my statement. In the interest of brevity, I pass over the provi- 

ns of section 32 (a) (4), 32 (d), (f), and (g)—provisions designed to safe- 

ard the legitimate interests of the United States and of American creditors. 

Section 34, which was added to the act on August 8, 1946 (Public Law 671, 79th 

yng.), provides a scheme for the administrative determination of debt claims, 
is, the payment of debts owed by the prevesting owners of vested property— 

dically different from that followed with respect to World War I vestings. 
tion 834 provides for the equitable distribution of available assets among 
rican creditors in accordance with a set of priorities that is expressly defined 
the section. Eligible creditors are limited to American and Philippine 
tizens and corporations, and persons who have been resident in the United 
ates continuously since December 7, 1941. Further restrictions prohibit the 
ayment of debts owing to persons interned or paroled pursuant to the Alien 
Enemy Act, or persons convicted of violating certain wartime statutes. 

Section 34 also provides that a debt claim may be paid only with money derived 
from vested assets of the person indebted to the particular claimant, after de- 
lucting taxes and expenses of the Office of Alien Property. Moreover, debt 
laims generally may not be paid out of property with respect to which a suit 
r claim for return has been asserted, and no claim may be allowed that was not 

ie and owing at the time of vesting. 

The enactment of sections 32 and 34 made it necessary to institute proceed- 
ures, prepare appropriate forms, and promulgate rules to govern the processing 
and determination of claims. In conjunction with the Department of State, ne- 
votiations were undertaken with representatives of foreign countries for the 
purpose of publicizing the new enactments and facilitating the filing of claims 
by their nationals. Similar negotiations were commenced with representatives 
of nonenemy nations for the purpose of concluding certification agreements 
vhich it was expected would greatly expedite the processing of claims. Each 
overnment with which an agreement was concluded undertook to furnish cer- 
tifications with respect to citizenship, residence, and absence of an enemy interest 
in the claimed property. The agreements further provided for certification of 
noncollaboration with the enemy or the transmission of information concern- 
ing collaboration, if such was vresent. Such agreements were concluded with 
most of the countries occupied by Germany, and with Great Britain. 

As Mr. Myron stated, by Presidential directive of May 1946, the Office was 
required to consult with interested Government departments and agencies in 
connection with determination of the national interest question. The necessary 
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procedures to comply with this directive were established. To carry out the 
requirements of section 32 (a) (4) procedures were instituted to ascertain the 
existence of any actual or potential liability of any claimant under the Renego- 
tiation Act or the Royalty Adjustment Act. Procedures were also worked out 
in connection with certain provisions of the so-called Reverse-Lend Lease Agree- 
ments between the United States and certain of our allies, as they affected the 
claims program of the Office. These provisions in substance obligated the foreign 
government to compensate its own residents for the use or infringement in war 
production of their vested patent rights and permitted the United States to 
retain any royalties or other payments accruing from such war production. It 
may be of interest to the committee to know that for the period ending October 
31, 1952, approximately $1,200,000 has been withheld by this Office and covered 
into the Treasury pursuant to this program. 

After the passage of sections 32 and 34, it became apparent from the large 
volume of claims that were filed, that the then existing procedures for the 
handling of claims, first through various operating units of the Office and then 
through the Vested Property Claims Committee, were inadequate to perform the 
task on hand. Moreover, the newly enacted Administrative Procedure Act made 
it desirable to bring the regulations of the Office governing the disposition of 
claims into line with the provisions of that act. Accordingly, new rules govern- 
ing the processing of claims were issued which were designated as the “Rules 
of Procedure for Claims of the Office of Alien Property.” Under these rules, a 
newly established unit of the Office, designated as the Claims Branch, was made 
responsible for the performance of all functions involved in the processing of 
claims, prior to their actual determination. Claims recommended for allowance 
by the Chief of the Claims Branch were submitted by him to the Director for 
his determination. The determination of contested claims, on the other hand, 
which had been a principal function of the Vested Property Claims Committee, 
was taken over by an independent unit of the Office, designated as the Hearing 
Examiners Branch. 

The internal organization of the Claims Branch consisted of a Title Claim Sec- 
tion, a Debt Claims Section, an Interpretation Section, and the Claims Service 
Section. The Title and Debt Claims Sections were each subdivided into a Review 
and Allowance Unit and a Trial Unit. All claims were initially handled by the 
Review and Allowance Units. When it became apparent that a particular claim 
could not be recommended for allowance without hearing, it was transferred for 
further proceedings to the Trial Unit. The Interpretation Section was subdivided 
into an Opinions Unit and a Correspondence Unit. The Opinions Unit was con- 
cerned with preparing legal memoranda for interpretation of sections 32 and 34 
in order to resolve the major legal questions involved in the processing of claims. 
The Correspondence Unit was charged with the task of responding to the huge 
number of inquiries relating to unassigned claims and general inquiries relating 
to the claims program. Working procedures were adopted for the processing 
of both title and debt claims and intensive efforts were made to move the claims 
program into high gear. 

On August 5, 1947, Public Law 870 was enacted by the 80th Congress, bringing 
Italian nationals within the scope of section 32 of the act. The time for filing 
title claims was extended from August 8, 1948, to April 30, 1949, by the amendment 
to section 33 approved July 1, 1948. These changes resulted in a new influx of 
claims. Thus, whereas for the fiscal year ending June 30, 1948, the number of 
title claims filed was 1,631 as compared with 2,362 for the preceding fiscal year, 
the fiscal year ending June 30, 1949, saw the number of title claims filed jump 
to 5,988. During the same period a large number of debt claims were filed. 
Thus, during the fiscal year 1947 there were filed 4,563 debt claims and during 
the fiscal year 1948, 23,079 debt claims. Also, by reason of an administrative ex- 
tension of the time for filing debt claims, an additional 11,474 debt claims were 
filed during the 1950 fiscal year. Mr. Myron, in his statement, has alluded to 
the accelerated vesting program which was undertaken in 1951, which also 
served to retard the disposition of claims. This was because attorneys and 
nonprofessional employees were borrowed from the Claims Branch for a period 
of approximately 9 months to assist in the completion of the vesting program. 

That was the situation when I became Chief of the Claims Branch on July 
1, 1951. The number of claims pending at that time stood at 53,238, and the 
close of the following fiscal year witnessed another small increase in the number 
of claims pending. In order to simplify the processing of uncontested claims 
and to accelerate the disposition of contested claims which required hearings 
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before a hearing examiner, the Claims Branch was reorganized July 10, 1951. 
The Trial Units of the Title Claims and Debt Claims Sections were merged 
into a separate Trial Section and a number of attorneys who had been trans- 
ferred to the Claims Branch from the Dstates and Trust Branch were assigned 
to the Trial Section. During the 1952 fiscal year the Correspondence Unit 
was abolished. These functions were redistributed among the various sections 
of the Branch. 

With this background, I believe it would be of value to the committee to 
describe the actual processing of claims by the Claims Branch. When a claim 
is received, or within a short time thereafter, it is subjected to a preliminary 
examination so that we may segregate claims which are patently invalid and 
those which must be returned to the claimant for correction of minor formal 
defects. This preliminary examination is made by the Chief of our Claims 
Service Section. He is an attorney familiar with the claims provisions of the 
act and therefore is in a postion, by making a cursory inspection of the c!aim, 
to ascertain patent defects. His examinations, although taking but little of 
his time, have considerable value: (1) Obviously formal defects are remedied 
immediately with the result that no time need be lost on this score when the 
claim is assigned for processing; (2) there is revealed a substantial number of 
claims which are not allowable on their face. Such claims are then and there 
transferred directly to the appropriate section, i. e., the Title Claims Section, 
the Debt Claims Section, or the Trial Section, for summary disposition. The 
claimant at that point may be requested to withdraw the claim and advised 
that if the claim is not withdrawn within a stated period, the Claims Branch 
will recommend entry of an order of dismissal by the Director. In other cases 

motion to dismiss the claim may be made. 

Those claims which have been properly executed and which do not disclose any 
patent invalidity are, insofar as is practicable, assigned for processing in the 

ler of their receipt. At the present time a general priority is accorded claims 
of citizens of the United States. The time that must elapse before a particular 
claim is reached for assignment is governed by the number of attorneys avail- 
able and the size of their workload. Title claims are, of course, assigned to 
attorneys in the Title Claims Section and debt claims to attorneys in the Debt 
Claims Section. 

It is the function of the attorney to whom a title claim is assigned to ascertain 
whether in his opinion the claim fulfills the statutory requirements for the return 
of vested property. I shall pass for the moment discussion of the wide variety 
of problems which may arise, and often do arise, in the attorney’s consideration 
of the claim. Where the attorney concludes that the claim ought to be allowed, 
he prepares a recommendation of allowance to the Director for my signature. 
This recommendation contains an appropriate statement of the relevant facts 

nd law, so that both myself and the Director may be in a position to pass on 
the claim without being required to spend time in studying the entire file. In 
certain instances, namely, claims of nonresidents, a notice of intention to return 
the property must be published in the Federal Register as required by section 
82 (f) of the act. This is for the protection of American creditors who by sec- 
tion 82 (f) are given the right to attach the property before any return is made. 
If no attachment proceeding is instituted within 30 days, the attorney prepares 
a standard "form of determination and return order, and such legal documents, 
as, for example, deeds and assignments, as may be necessary to transfer title 
to the property from the United States to the claimant. Where no notice of 
intention to return is required, the determination and return order are prepared 
simultaneously with the recommendation to the Director that the claim be al- 
lowed. The recommendation is submitted to me and upon my approval is trans- 
mitted to the Director for execution. In those cases in which the attorney 
reaches the conclusion that the claim cannot be allowed without hearing and 
his analysis of the case is approved by me, the claim is transmitted to the Trial 
Section for hearing. Our Rules of Procedure for Claims (17 F. R. 11836), pro- 
vide that no claim may be disallowed without affording the claimant an oppor- 
tunity to be heard before a hearing examiner of this Office, except for the small 
number of cases which involve issues of national interest. The hearing require- 
ment is in keeping with the policies expressed in the Administrative Procedure 
Act, which, as I have indicated, served as a guide for the drafting of our rules. 

The attorneys in the Trial Section prepare the case for presentation to the 
hearing examiner, much as a case would be presented in court, except of course 
that our rules concerning admission of evidence are not as stringent as those 
prevailing in judicial proceedings. In many instances the investigation, collec- 
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tion, preparation, and analysis of the evidence will occupy an attorney for many 
weeks. Where the hearing examiner concludes that the claim is not allowable, 
the claimant may petition the Director for review; if he concludes that it is 
allowable, I have the right to petition the Director for review. I should add 
that a section 32 claimant has no recourse to obtain judicial review of an order 
disallowing his claim; a section 9 (a) claimant, on the other hand, is entitled 
to a judicial trial de novo within the time limitation prescribed by section 33 of 
the act. 

Individual debt claims are processed in much the same fashion as title claims. 
The debt claims program, however, presents a major factor of extraordinary 
complexity which is not to be found in the title claims program. This factor 
results from the provisions of section 34 that pro rata payments of valid debt 
claims must be made when the aggregate amount of such claims exceeds the 
amount available for their payment in full and that in such cases the Director 
must prepare and serve by registered mail on all claimants involved a schedule 
of the claims allowed and the proposed payment to each claimant. The magni- 
tude of the task is self-evident when it is considered that of the approximately 
47,000 debt claims pending about 37,000 have been asserted against 10 insolvent 
accounts. In an endeavor to break the logjam occasioned by the cumbersome 
statutory system governing insolvent account cases we have developed the pro- 
cedure of tentative disposition of individual debt claims in such cases. While 
this contributes to the ultimate disposition of the insolvent account cases, they 
cannot be closed out until every debt claim involved in the account is passed upon 
because until then it is not possible to determine the pro rata payment to which 
each claimant is entitled and hence it is not possible to prepare the required 
statutory schedule. Finally, I should point out that in respect of both solvent 
accounts and insolvent accounts an aggrieved debt claimant is entitled t 
judicial review as a matter of right. 

I have adverted earlier to the wide variety of problems encountered in the 
processing of claims. They are problems we run into every day. In many 
instances they are not only difficult of resolution in themselves but they fre- 
quently involve substantial property interests. To do justice not only to claim- 
ants but also to the United States, which is entitled to keep for the benefit of 
the Wair Claims Fund that German and Japanese property not subject to re- 
turn under the act, requires a careful consideration of the problems which daily 
arise in the course of administration of the claims program. It is well-known, 
of couse, that in preparation for its war of aggression Nazi Germany embarked 
on a program of concealment of German assets in the United States through 
paper transfers from their German owners to nonenemy persons with the bene- 
ficial interest in the property retained by the enemy. Both sections 9 (a) and 
32 require us to find the true beneficial owner of the claimed property and that 
he is eligible for return. In a number of our title claims our files suggest that 
the beneficial interest is enemy-owned. However, unmasking the transaction 
so that its true nature can be established at a hearing frequently entails intensive 
factual investigation, often in a foreign country, and a study of complex legal 
issues. Cases in this category call for highly skilled lawyers, particularly since 
the claimant is usually represented by able and well-known counsel. While we 
are occasionally able to unearth written evidence of the cloaking conspiracy, 
more frequently it is not evidenced by any particular writing but mast be pains- 
takingly established from a host of circumstances. 

Questions of succession of interest are a constant source of difficulty. One 
factor is establishment of the identity of those entitled to claim as successor in 
interest. Under established principles of conflict of laws this often requires 
application of foreign law because the decedent was domiciled in a foreign 
country. Likewise, the question of the interest to which the successor is en- 
titled must be determined by reference to foreign law which very often differs 
from our own law. 

Questions involving copyright claims asserted by authors, composers, and 
editors are also of a complicated nature. These persons seek a return of their 
interests in royalties collected by this Office through its exploitation of the 
vested work. Ascertainment of the claimant’s interest requires a study of the 
contract between the claimant and the owner of the copyright and of the law 
applicable thereto. 

Another category of claims involving difficulties is that of persons alleging 
American citizenship who were in enemy territory during the war. Very often 
a problem arises as to whether the claimant lost his American citizenship by 
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nerformance of acts resulting in expatriation, such as service in a foreign army 
or voting in a foreign election. 

Since the decision of the Supreme Court in 1952 in the Guessefeldt case 
Guessefeldt v. McGrath, 342 U. 8. 808) we are required to consider under sec- 
on 9 (a) claims of enemy citizens not allowable under section 32. These claims 

‘e allowable under section 9 (a) if it is established that the claimant was not 
an enemy, within the meaning of section 2 of the act, because not resident within 

emy territory during the war. The residence concept, as enunciated by the 
Supreme Court in the Guessefeldt case, is that of something more thna physical 

resence in enemy territory but less than domicile therein. More often than not, 

» ascertain whether the claimant was resident in enemy territory within the 
Guessefeldt rule calls for intensive factual investigation and resolution of a 
difficult legal question. 

A host of novel and complex problems is engendered by claims of enemy 
itizens and residents of enemy countries asserting eligibility for return under 
the provisos of subdivisions (C) and (D) of section 32 (a) (2) for the benefit 

victims of Axis persecution, to which I referred earlier. Many of these 

aimants ‘are extremely vague in their contentions and it becomes necessary 
elicit the evidence by investigation abroad through our overseas branches. 
Often this investigation discloses that the claim of persecution is frivolous. 
Other claims in this group present difficult borderline questions requiring careful 
estigation and study of Axis discriminatory legislation and practices. 
Examples are claims of the so-called German Mischlinge, i. e., persons of Aryan 
and Jewish ancestry, members of various religious sects, political societies and 
ternal organizations, such as the Free Masons, which were out of favor with 

he Nazis. 

The requirement of section 32 (a) (5) that a return must be in the interest 
f the United States, as supplemented by the President’s directive of May 1946, 
nvolves the solution of many problems before the claim is allowed. Among 
other things, the Office was directed to consult with interested Government 

encies concerning antitrust and fiscal policies of the United States as they 
might affect the return of vested property. These often present difficult and im- 

ant questions in connection with patent contract claims. We consult in 
these cases with the Antitrust Division of the Department of Justice and the 
Deparment of State to obtain their views as to whether the contract conforms 
to the antitrust policies of the United States. As a result there has been ob- 
tained in several important fields elimination of objectionable provisions from 
the contracts. For example, in connection with the return of the vested prota- 
mine insulin patent to its foreign owner, the owner consented to open up the 
patent to all qualified producers in the United States, a matter of great im- 
portance to the diabetics in this country. Also in the aluminum field the Nor- 
wegian owner of important patents agreed to eliminate provisions in its license 
contracts with American producers deemed not only restrictive of aluminum 
production in the United States, but prejudicial to our national security. 

Settlement of reverse-lend-lease problems which relate to the fiscal aspects of 
the national interest question includes analysis of patent contracts and consulta- 
tion with the American licensee and the Department of State to determine the 
percentage of royalties attributable to war production. Finally, in connection 
with the national interest a number of claims raise troublesome questions as to 
whether the claimant collaborated with the enemy during the war. 

Numerous complex legul problems are presented in the administration of the 
debt claims program some of which I will mention. Since many of the claims 
involve mark and yen obligations, the question of the applicable rates of ex- 
change has become of great importance. This problem has been particularly 
difficult of determination in the case of the mark claims since under the German 
monetary reform laws the rate of conversion from reichsmarks to deutschemarks 
frequently varies with the nature of the obligation. Other legal problems in- 
clude the question of the effect to be given to wartime sequestrations of the 
Japanese Government and its agents, the question whether claims based on forced 
sales of business enterprises in Germany under Nazi discriminatory decrees 
give rise to debts within the meaning of section 34, and the issue whether the 
20,000 claims based on yen certificates of deposit of Japanese banks give rise to 
yen obligations or dollar obligations. 

This brings me to the situation as it now exists in the Claims Branch. As of 
January 31, 1953, there was pending a total of 50,840 claims of which 7,904 were 
title claims and 42,936 debt claims. In terms of accomplishment we have dis- 
posed of 6,886 title claims and 4,225 debt claims, a total of 11,111 claims of the 
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61,951 claims that have have filed. Under the present statutory scheme govern. 
ing the debt claims program I am frank to confess that I see no panacea for 
liquidating that program within the near future. As to the closing out of the 
title claims program, however, I am reasonably optimistic. 

As Mr. Myron informed you, our disposition of title claims for the past 5 
years has averaged 1,061 claims annually. If we did no better in the future— 
and I hope we will do better—it would take approximately 71% years to dispose 
of the pending title claims. However, our accomplishment for the 7 months’ 
period ending January 31, 1953, has been 1,087 claims, or at an annual rate of 
1,860 claims. Maintenance of this rate would result in closing out the pending 
title claims in 44% years. 

However, as Mr. Myron also pointed out, the estimate with respect to title 
claims requires some qualification because we can expect a substantial number 
of additional title claims to be filed arising out of fairly recent vestings and 
many of the claims now being disposed of are being dismissed because of the 
patent ineligibility of the claimant or other readily apparent reasons. There 
are still pending a substantial number of major claims involving complex issues, 
the administrative litigation of which may require additional time for their 
final disposition. 

I wish to convey to the committee my appreciation for according me the 
privilege of expressing myself on the claims program of the Office. 

Senator Dirxsen. Mr. Creighton, first, for the reporter and the 
record, will you state your full name ? 

Mr. Cretcuton. Thomas H. Creighton, Jr. 

Senator Dirksen. You reside where? 

Mr. Creicuton. I reside in Maryland. 

Senator Dirksen. Has that always been your home? 

Mr. Creicuton. I lived and was born in [linois. 

Senator Dirksen. You have resided in this general area how long? 

Mr. CreicuTon. I came here in early March 1923. 

Senator Dmxsen. How long have you been identified with the 
Office of Alien Property, either under that name or what is known as 
the Office of Alien Property Custodian ? 

Mr. Cretcuton. I first came to Washington in March 1923. I was 
employed in the Office of Alien Property Custodian. 

Senator Dmxksen. 1923? 

Mr. Cretcuron. That is right. I remained in that Office approxi- 
mately 4 years and 9 months, after which time I resigned and was 
in the private practice of law in the District of Columbia until Sep- 
tember 21, 1942, when I again accepted employment in the Office of 
Alien Property, at its request. 

Senator Dirxsen. So, roughly, you have been identified with this 
work one way or another for nearly 15 years? 

Mr. Creicuton. That is right, sir. 

Senator Dirksen. Did you have any other places in Government 
other than in Alien Property Custodian ? 

Mr. CreicutTon. None, sir. 

Senator Dirksen. So this represents entirely your experience and 
identity with the United States Government ? 

Mr. CretcutTon. That is right, sir. 

Senator Dimxsen. Now I think it might be well, Mr. Creighton, at 
the very outset, to dispose of this matter of World War I, of which 
there is a residue of some $57 million in “cats and dogs.” 'That must 
come as a matter of high curiosity to anybody who takes the trouble 
to compute the fact that this year we will observe the 35th anni- 
versary of Armistice which terminated World War I. It seems an 
amazing thing that even a residue, no matter what its nature, might 
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be languishing all these years because “cats and dogs” in government, 
whether they are important or unimportant, have to be administered 

y somebody, and the consequence is that it always entails some per- 
onnel expense and other expenses. So, a proper inquiry is, why 
lo those still languish? Why have they not been wound up in all 
this time ? 

Mr. Creicuton. It will take some legislation to finally wind up—— 

Senator Dirksen. First, give us the nature of these, briefly. 

Mr. Creicuron. The nature of the properties we still hold? You 

peak of some $57 million. 

Senator Dirksen. That is the figure carried in the report prepared 

y the committee. 

Mr. CretcHton. You gentlemen are familiar, I am sure, with the 
Settlement of War Claims Act of 1928. Under that act, Congress di- 
rected that the property still held by the Custodian be returned, but 
with respect to German property, they directed that 20 percent of the 
principal amount be retained and deposited by the Alien Property 
Custodian with the Secretary of the Treasury in what was known asa 
German special deposit account. 

That act further provided for priorities of payments to be made 
by the Secretary of the Treasury from that account. It was created 
primarily to pay the awards made by the Mixed Claims Commission, 
United States and Germany, to American citizens for losses that had 
been sustained by American citizens as a result of the war and to pay 
awards made by the War Claims arbiter for ships and patents belong- 
ing to German citizens or corporations which had been seized by this 
Government and used by this Government. 

There was also deposited in that account what was known as the 
unallocated interest fund. Now, if you want me to go into detail as 
to what the unallocated interest fund is, I shall be glad to do so. 

Senator Dirksen. Not too much. 

Mr. Creteutron. The unallocated interest fund, I might say, was a 
fund which had been earned upon investments made by the Secretary 
of the Treasury pursuant to an Executive order of the President of 
the cash deposited by the Alien Property Custodian with the Secre- 
tary of the Treasury, and it represented earnings made since the 
organization of the Office of Alien Property Custodian and up to 
March 4, 1923, 

Under an act of Congress of March 4, 1923, known as the Winslow 
Act, the Alien Property Custodian was directed to allocate the interest 
earned after that date and to pay to each owner earnings upon the 
property which had been seized up to $10,000 per year. The $57 
million that is referred to in the report represents certificates of 
deposit issued to the Alien Property Custodian for the $25 million, 
approximately $25 million unallocated interest fund, that is the inter- 
est earned prior to March 4, 1923 and the 20 percent of German prop- 
erty, which he was directed to pay into that account. 

In June 1930, pursuant to authorization of Congress, the United 
States Government entered into a debt-funding agreement with Ger- 
many. Under that debt-funding agreement, Germany issued certain 
dollar bonds. These dollar bonds were deposited with the Secretary 
of the Treasury which were to be redeemed by the German Govern- 
ment over a period of years. I think they ran up until 1980. As those 
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bonds were redeemed, the amounts representing the redemption pro- 
ceeds were to go into the German special deposit account and even- 
tually, under the scheme, these participating certificates, which the 
Custodian had received, would be redeemed, and he would pay to the 
German national the amount he received in the redemption. — 

Senator Smirn. Right there, I should like to ask a question. When 
those certificates were issued were they issued in exchange for Ger- 
man properties ¢ 

Mr. Creiauton. Yes 

Senator SmirnH. What became of those properties? 

Mr. Cretcnron. You mean when the certificate was issued 2 

Senator SmirH. Yes. 

Mr. Cretcuton. We gave to the Secretary of the Treasury so many 
dollars and he gave us a certificate. He used those dollars to pay off 
the American award holders of the Mixed Claims Commission, United 
States and Germany. 

Senator Smiru. Did the United States give up any possession to 
any kind of assets, to the Germans, in exchange for those German 
bonds, which turned out to be worthless? 

Mr. Cretgnron. You ask, did they give up anything? 

Senator Smirn. That is what I am getting at. 

Mr. Cretcnron. They returned to the Germans 80 percent of the 
property which was held by the Alien Property Custodian. The 
Settlement of War Claims Act was in the nature of a sort of settle 
ment and agreement, approved by Congress, which was supposed to 
wind up all matters of conflict oTOW ing out of World War I. 

Senator Smiru. Of those assets that were returned, was General 
Aniline one of them ? 

Mr. Cretenron. We did have some property of the predecessor to 
General Aniline. I don’t know the name of it. 

Senator Smrru. I do not ask in detail. I am trying to get the 
picture. 

Senator Dirksen. The payoff question is this: What have you to 
say to this committee about washing this thing out if it can be washed 
out? What are the contingencies involved that must be taken into 
account ¢ 

Mr. Cretguron. IT have to give you a little more background and 
history on that, if I may, Mr. Chairman. 

In June of 1934 Congress passed what was known as the Harrison 
resolution, Public Resolution 53. That resolution provided that as 
long as Germany was in default under the debt-funding agreement, 
she having been in default I think since 1931, no further returns of 
German property should be made. The resolution itself was all- 
inclusive. It said no property held by the Alien Property Custodian 
shall be returned. But it gave the President the right to remove by 
Executive order the restriction or the prohibitions with respect to any 
claim or class of claims. He issued two Executive orders removing 
the restrictions: One, if I recall correctly, in March of 1935 and the 
other in July of that year. They were very limited. They did not 
permit the return of any Germany property whatsoever. 

If my recollection serves me correctly, at the time of the passage 
of this resolution, besides the certificates of deposit which we held, and 
which I have heretofore described, we had about $10 million in cash 
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and securities, chiefly cash. A certain portion of that represented 
property of French and Austrian nationals, and nationals of other 
rountl ies which had been seized. The Trading With the Enemy Act, 
subsection 9 (e), I believe it was, provided that no funds could be 
returned unless the country of the national claiming granted recip- 
roca! rights to United States citizens. Long negotiations were con- 
ducted with the French, and it was not until, I believe, the spring 
of 1939 when they finally entered into an agreement satisfactory to 
the Secretary of State as being the best agreement that could be ob 
ined in connection with reciprocal rights. 

I want to say I wasn’t in the Government during the time that 
this happened. 

Shortly after this agreement was entered into, as the committee 
knows, France was invaded, and there could be no processing of any 
World War I claims because communications were cut off. We 
couldn’t process claims and we couldn’t make any payments 

\fter the French Government was reestablished, I directed that we 

ike up with the Department of State the question of whether the 

‘iprocity agreement was still in existence or would be affirmed by 

e then French Government. I cannot tell you how long it took 
before we received such notification from the State Department, but 
I know it was a period of a year, if my recollection serves me right, 
r longer. 

We then proceeded to reopen these claims, and endeavor to process 
hem. We took the matter up w _ the French Embassy, the Austrian 

ibassv. and th 1e embas ssies of ther countries inve ly “cl. We rave 

a list of the pending eine of their nationals, and attempted to 
enter into some sort of arrangement with them whereby they would 
lertake to see that the necessary evidence as to succession, and so 
rth, was furnished. I haven’t got the exact figures as to the number 
claims which we have processed since that time and the number 
that are still pending. We have constantly written to the embassies 
these matters but in many instances because of the great length of 
e that has passed and because of problems of succession in interest, 

t is hard to establish the allowability of the claim. 

We have tried to let down the bars so that on claims of a smaller 
amount we do not require very strict proof and accept a proper certi 
fication from the embassy. 

I want to revert back again. In 1947 the 80th Congress enacted a 
bill known as Public Law 375. That law provided that all funds 
which were still held from World War I, as to which the President had 
not as of that date removed restrictions for payment, should be trans- 
ferred to the Secretary of the Treasury and deposited in the German 
special deposit account. T his law also changed the priorities of pay- 
ments to be made from that account. As a result of that, we trans- 
ferred, I think, about $6 million to $8 million. I can’t give you the 
exact figures, but if the committee is interested I can get them. 

Now we still hold as World War I property what we call unpayable 
balances, amounts which are too small to warrant payment to the 
claimants. That is $182.35 held in that particular trust, as we called 
it then. 

We have another trust, which is designated unclaimed balances ac- 
count. The funds in this account represent property which was seized 
as belonging to persons of non-German nationality. ‘The act does not 
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contain any provision for the disposition of such unclaimed property. 
The reason for that is, the ruling of the Attorney General that section 
25 (d) of the act, which provided that any property which was un- 
claimed by a certain date should be considered as German property, 
that that provision in the act only related to German property and 
did not relate to property which our records established belonged to 
persons of other nationality. We hold $191,131.65 in that account. 

We have another trust called claimants unlocated. ‘The amount in 
this account represents funds which could not be paid because many 
of the claimants could not be located, and the remainder, where they 
were located, the cost of furnishing proof was in excess of the amount 
payable. In that account we hold $131,151.34. 

Then we have what we call Government earnings interest account. 
The funds in this account represent interest earned on interest which 
accrued through the investment of principal. No authority exists 
under the act for the distribution of such interest. Now in that ac- 
count we hold $163,293.80. 

We have another account known as the Chemical Foundation ac- 
count. The amount in this account represents the proceeds and accrual 
from the sale of 6,442 patents, trade-marks and copyrights to the 
Chemical Foundation in the years 1920 and 1921. In that account 
there is $401,335.11, making a grand total of $887,797.41 in all of the 
accounts mentioned. 

Now, aside from the amount which I have just stated, we also hold 
approximately $1,100,000, which represents the proceeds from the 
sale of property belonging to persons of non-German nationality for 
which claims are pending and which we are attempting to process. 

Senator Dirksen. Well, that gives us a pretty fair idea. What is 
the total of all this? I mean, the total residue of World War I? 

Mr. CretcuTon. $1,987,000, about. 

Senator Dirksen. What about this 57 million figure? 

Mr. CreicuTon. To me that figure just represents pieces of paper, 
Mr. Chairman, because I cannot conceive of Germany making good 
and paying the bonds. 

Senator Smrru. There was no provision for any kind of lien on the 
property that our Government turned loose? 

Mr. Cretcuton. It has all been disbursed, Senator. I mean, we 
returned the 80 percent to the Germans and we paid the 20 percent into 
the special deposit account. 

Senator Smrrn. The Germans disposed of the 80 percent any way 
they wanted to, and we had no lien or restriction on them ? 

Mr. Creientron. No. 

Senator Smrrn. When were those claims filed on that latter 
amount ? 

Mr. CretcHton. Some in the early twenties, I presume. Most of 
them are French and Austrian claims, and I explained that the French 
claims had not been processed because of lack of reciprocity between 
the two governments. 

Senator Smrru. What do you mean by that, reciprocity in what 
respect ? 

Mr. Cretenton. Subsection 9 (e) of the Trading With the Enemy 
Act provided that with respect to any of the governments associated 
with the United States in World War I that no returns could be made 
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to its nationals unless that government treated our citizens in a similar 
manner. 

Senator Smrrn. You mean they had not done that? 

Mr. CreicuTon. Evidently our State Department thought they had 
not done it, and they did not certify that reciprocity existed until 
1939. 

Senator Smrru. What has been done since then, 14 years? 

Mr. CreicHton. As I explained, shortly after we established reci- 
procity we got into World War II, and France was invaded and occu- 

ied again. 

Senator Dirksen. Now, Mr. Creighton, what recommendations have 
you to make so that this can be sponged off the books and we can wind 
up this transaction ? 

Mr. Creigutron. I want to preface my remarks with respect to this, 
Senator. I have not discussed this matter with the Attorney General 
or the Deputy Attorney General or made any recommendations to him 
with respect to any legislation affecting World War I properties; I 
have been too busy with World War II properties. I have one man 
processing these claims, and he can do it as fast as the proof comes in. 
| have not given a great deal of thought as to what should be done 
with it. I want to say that with respect to the Chemical Foundation 
account of $401,335, that in my opinion could be transferred under 
Public Law 375 of the 80th Congress if it were not for the fact that 
there are, I believe, 113 claims filed against that fund by American 
citizens and non-Germans. Those claims have been inactive; no one 
has written about them for a long period of time. 

Senator Dirksen. Probably some of the litigants have died by now. 

Mr. Cretcuton. That is right. The reason this fund was never dis- 
posed of or allocated in any way, shape, or form was because when this 
sale was made to the Chemical Foundation Corp., the then Custodian 
agreed to sell to the Chemical Foundation for a set sum of $250,000 
whatever patents and trade-marks it selected from the vested patents 
and trade-marks, 

Now the balance of the fund represents accruals upon that fund 
since that time. Sono one has ever known how to allocate this money 
among the various owners of the patents. Some of the patents were 
probably worthless while some of them may have had great value. 
So there has been no method or means worked out for allocation. 

But with respect to that fund, while I do not assume that the non- 
German nationals at this late date would litigate it, it is my view that 
since those claims are pending, if we should direct that fund be paid 
over perhaps there should be some saving legislation giving any person 
who was a citizen of the United States or who was not an enemy 
under section 2 of the Trading With the Enemy“Act, the right to 
institute a suit in the Court of Claims within a specified period of time 
for the amount of his claim. 

Senator Dirxsen. Let me make this suggestion, Mr. Creighton. 
At this point if you will find a little time I wish you would set down 
for the benefit of the committee whatever formal recommendations 
may occur to you as a matter of disposing of this. I did want to get 
the record made as to what this residue is, and it is still there, and 
somebody is looking after it, and it probably entails a good deal of 
bookkeeping expense, in a government where these complexities go 
from year to year and cost money. 
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Mr. Creignton. Mr. Chairman, I would say that it does not entail 
a bookkeeping expense except when we allow a claim. When we allow 
claim, a check has to be made. These funds are no longer invested. 

Senator Dirksen. The Treasury has to make some kind of report 
on it. By the time it is set on paper, it is verified, and it finally finds 
its way into that great big Sears, Roebuck catalog that we call the 
budget, a good deal of cost is involved, and as a matter of good business, 
it should be liquidated. 

Mr. Creienron. | cannot take issue with you on that, sir. 

Senator Smirn. How frequently do those claims appear and are 
settled? Is it 1 a year, 2 a year, or 10 a year? Give us just an 
estimate. 

Mr. Creiairon. It seems to me a last year we disposed of 50 or 
60 claims. It may have been 100. I did have the figures; it is probably 
in the annual report for last year. 

Senator Smirn. I notice there was a little activity in there. 

Mr. Creiguron. I have one man working on these claims who is 
familiar with the background ef World War I properties and has 
been in the Government for some 30 years and was in the Department 
of Justice in the thirties when they were administering these matters. 

Senator Smirxn. Mr. Creighton, we have a system in my State where 
funds that have been adandoned or no claim has been made for years 
_ years, that those funds go to the State University. We have a pro- 

sion in the law that at any time in the future if a person comes up 
onl says that that fund belonged to him, and it was overlooked or 
was not claimed or for some other reason, the State will repay the 
claim after processing. 

Could you convert this whole fund to the Treasury in some manner 
and unless a claimant came up, at which time they would be passed on! 

Mr. Creton on. I could do anything that the Congress directs me. 

Senator Smrru. Would it be practical ? 

Mr. Crerentron. I think that with respect to this $400,000 of Chemi- 
cal Foundation Fund, except as to whatever rights these 113 non- 
German claimants have in it, Congress has already directed that it 
be paid over to the Treasury to the special deposit account. But since 
the Attorney General ruled that these other unclaimed balances, in 
respect of which our records established were non-German funds, Con- 
gress has not directed their disposition, 

Senator Dirksen. Now, Mr. Creighton, suppose we move into the 
current problem. How long have you been administering the Claims 
Branch? Has that been your particular forte all this time? 

Mr. Creienron. I was made Chief of the Claims Branch on July 
1, 1951. 

Senator Dirksen. So you have been there roughly 18 months? 

Mr. Creienton. That is right. 

Senator Dirksen. In that time I suppose you have developed some 
basic familiarity with whatever the problems and difficulties are and 
what should or should not be done? 

Mr. Creicuron. I hope I have. I do not know whether I have or 
not. IfI have not, there is something wrong with me. 

Senator Dirksen. Let us see whether or not in a rather serial 
fashion we can complete a pattern here, and let us take it by cate- 
gories of claims. Number one, you have how many title claims pend- 
ing at the present time? 
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Mr. Cretcuron. Pending at the present time we have 7,904 title 
Lims, 
Senator Dirksen. Those are claims where the owner of property 
his interest in the property and wants it back ¢ 
Mir. Cretarron. That is righ t, Sir. 
Senator Dirksen. All right, describe just breifly 
hese title claims. 
Senator Henprickson. What would be the sum total of those claims 
lated into money ¢ 
r. CreignTron. I have no idea. 
Senator Dirksen. Is there an estimate ? 
\ir. Cretenron. Well, there have been e 


the nature of some 


stimates made. The way 

countants and our Comptroller kee Pp the accounts, I cannot tell 

tly what the value of theae laims is, and that is for the reason 

at, as I understand bookkeeping practices, he carries each share of 

, we will say, whether United States Steel or whatever it is, at a 

e of $1 per share. It is $1 value. So in the trial balance which 

ears in the interim report of your predecessor committee, I just 
nnot tell you about it. 

Senator Smiru. The fluctuations of the market would have some- 

no to do with that, would they not ¢ 

Mr. Narn. As far as the title claims are concerned, the New York 
cords indicate that there were $427,000, but as Mr. Creighton points 

it has no significance as to actual value, it is merely a bookkeeping 
try on that point. 

Mr. Creiguron. I might say in our annual report for the period 
nding June 30, 1951, it is estimated that title claims will seek the 
eturn of between $300 million and $350 million worth of vested 
roperty. 

Senator Dirksen. All right, now just describe to us briefly some of 
these properties that are involved in the title claims where the claim- 

is asserting his interest in the return of 
rietor. 

Mr. Crereuton. Well, they run the gamut. 
Senator Dirksen. What is the biggest one involved? 

Mr. CretoutTon. The biggest one? The largest claim, I believe, is 

laim filed by certain persons in Germany seeking the recovery of 

e proceeds from the sale of the Rohm & Haas stock, and I believe 
ey claim $9 million in that particular claim. 

Senator Dirksen. Would that be one of the largest claims? 
Mr. Creienton. I think that is one of the largest claims that 
l volved. 

Senator Dirksen. What are some of the smaller claims involved 
ere that would appear in your total ? 

Mr. Cretcuton. Well, a small claim might be for the proceeds of a 
ink account that we seized, the proceeds from an insurance policy, 
in interest in an estate or trust, a piece of real estate, or shares of 
stock deposited in this country. 

Senator Dirksen. Now have you in mind as to how many of these 
laims are below $100 in value? 

Mr. Creteuton. No, we have not. 

Senator DirksEeN. Can you guess? 

Mr. Cretcuron. No, I cannot guess, Mr. Chairman. The predeces- 
or committee made a study of our docket sheets, I think they went 


f the property as a pro- 


is 
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over our docket sheets, in respect of claims, and they broke them down 
in sonatas of $1 to $500, $500 to $1,000, $1,000 to $5,000, and $5,000 
and up. 

Now according to the figure which they gave, and I have no reason 
at this time to question the accuracy of that figure, claims from $1 to 
$1,000 in number were 2,135. 

Senator Dirksen. That is one-fourth of all the claims? 

Mr. Creicuton. That is right, sir. The claims from $1 to $5,000 
are 3,646. 

Senator Dirksen. That is 40 percent under $5,000 ; 33 percent under 
$1,000, 40 percent under $5,000? 

Mr. Creicuton. Yes. 

Senator Dirxsen. Those are your title claims where property is 
involved, and they want the property back? 

Senator Smiru. May I ask one question before we leave that ? 

Senator Dirksen. Yes. 

Senator Smirn. You said the $9 million claim of whom ? 

Mr. Creicuton. It is for the proceeds from the sale of certain shares 
of stock which we vested, shares of stock in Rohm & Haas of Penn- 
sylvania. 

Senator Smirn. Are there not some claims of alleged Swiss holders 
in the stock of General Aniline? 

Mr. Creienton. That claim is in litigation. 

Senator Smirnu. How big is that claim ? 

Mr. CretcutTon. Well, I do not know how much we will be able to 
sell General Aniline & Film for, if we are ever able to sell it. I have 
heard it estimated anywhere from $60 million to $100 million, but that 
is purely hearsay, and I have no basis for any valuation whatsoever. 

Senator Smrru. Those claims of the Swiss, are they to all the stock 
of General Aniline & Film, or just a certain portion of it? 

Mr. Cretcuton. If I recall correctly, I. G. Chemie, a Swiss corpora- 
tion, claims that it was the owner of all the shares of stock which we 
vested as belonging to I. G. Farben. That is my recollection. I have 
had nothing to do with it. 

Senator Smrru. That might be worth more than $9 million, might 
it not? 

Mr. Creianton. Yes, but I did not consider that a claim because 
it has been taken out of the jurisdiction of the Claims Branch and is 
now a litigated matter. 

Senator Smrru. I was saying that is something that may be suc- 
cessfully claimed by the Swiss? 

Mr. Creiauton. Itmay be. I think the court just yesterday entered 
some order in that case. I have not seen the order in which the court 
gave the plaintiff a certain time in which to file certain documents 
and provided that if they were not filed the suit would be dismissed, 
but I have not had an opportunity to read the decision. 

Senator Hrenpricxson. Mr. Chairman, I was a little disturbed to 
hear Mr. Creighton say, to use the term, rather, in respect to the 
stock in the company in New Jersey that “if we ever sell.” That 
bothers me because General Aniline & Film is a big company; I think 
they have about 8,000 employees in New Jersey, od if my information 
is correct, the company is not progressing; it is deteriorating in some 
respects as you would expect it to, and to hear the statement “If we 
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ever even sell” gives the junior Senator from New Jersey a little 
concern. 

Mr. CretcHTon. May I say to the junior Senator from New Jersey 
that whether we are able to sell it or not depends on the Congress of 
the United States. Under the present law we have no authority to 
sell because section 9 (a) of the act has an injunctive provision in it 
which prohibits us from selling any property after a suit is instituted 
for its return. 

I might say in that connection it is my belief that the Office of 
Alien Property did recommend a few years ago, and there was intro- 
duced in Congress a bill at our suggestion to eliminate that injunctive 
provision of section 9. 

Now then I think—I do not know the details of the bill, I had 
nothing to do with it—it met with opposition, a great deal of opposi- 
tion, and many people raised constitutional questions about such a 
bill. 

Senator Smiru. As I understand, that question was raised because 
it raised the question of whether or not we were giving the people 
who claimed the property an opportunity to benefit by due process 
of law. What we were proposing to do was to take property that 
might belong to oesela else and sell it. Senator Ferguson had 
grave doubts in his mind as to whether or not we could do that. 

I think that is the thing you are talking about. 

Mr. Creieuton. I think that is true. My personal belief is, this 
is my personal belief, that if we took property that actually belonged 
to nonenemy persons and those persons wanted the identical property 


back which we took that they probably should be entitled to have it 
back. 

On the other hand, it does delay without question the winding up 
of the Alien Property situation. 

Senator Smiru. Yes. 

Mr. CreicutTon. There rs cannot be any liquidation of it. 


Senator Smrru. Part of that is due to the slowness of the courts 
in deciding these cases that have been pending ? 

Mr. Creicuton. It may be the slowness of the courts, and it may 
be the matters coming before the courts. In this I. G. Farben matter, 
there is involved $100 million. If my information is correct, the 
court allowed in 900 intervenors. 

Mr. Naren. Every American shareholder of Interhandel, the Swiss 
firm, is a holder of General Aniline & Film Corp. 

Senator Smiru. Was not the court allowing those individuals to 
intervene one of the things that interferred with this? 

Mr. Natrn. They did not proceed with that case until they decided 
whether the right to intervene would be granted to American holders 
of the shares of stock of Interhandel. 

Mr. Creiguton. We could not very well proceed with the main 
case, and we opposed the intervention. 

Senator Smiru. I thought you did. Mr. Creighton, is it a fact 
that during the period that the Custodian has had control of General 
Aniline & Film Corp. up to recently the business of the company 
was on the upgrade, and the company worth much more today than 
it was when the Government took over ? 
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Mr. Creiguron. 1 am not in a position to express any opinion on 
} 


hat. Ihave had nothing to do w me the operations of the enterprise, 
Senator Smiru. 1 think that is tru 
Mr. Creiguton. I would not wi ant to say anything on that subject 
because I am not familiar with it, and I do not think it would be f fair, 

Senator Henprickson. I do not know whether that is true or not. 
Mr. Chairman, my information is directly to the contrary. 

Senator Smirn. This downward trend started during the last year; 
that it has started a aoantraed trend because General Aniline & Film 
Corp. has not been able to perfect and put into operation some modern 
processe that onrnces have. 

Mr. Creienron. They say they have not been able to do it because 
maybe they have not been able to recapitalize. 

Senator Henprickxson. They have no freedom of movement. 

Senator Smiru. I can understand that situation; that they are in 
\ straitjacket 

Senator Dirksen. Now, Mr. Creighton, what is the present status 
of these claims from the standpoint of litigation, hearing on the claims, 
their disposition? Where are they? 

Mr. CreicutTon. I will give you some general figures first. 

Senator Dirksen. This is a summary / 

Mr. Creicuron. This is a summary. Now then, we have received 
in the Office from the time the Office was organized up until the 31st 
of January 1953, 14,790 title claims. We have received 47,161 debt 
claims. 

Senator Dirxsen. Let us just stay with the title claims for a 
moment. 

Mr. Crerauton. We had disposed at the end of January 1953, 6,886 
title claims, leaving pending 7,904. 

Senator Dirxsen. Now it took how long to dispose of 6,886? 

Mr. Cretcutron. Well, the Claims Branch as pa yas organized i in 
August of 1947, and it has taken from that period of time to the 
present time to dispose of those claims. 

Senator Dirksen. Proceed. 

Mr. Creicuron. There were disposed of prior to the organization 
of the Claims Branch as such, I believe, 550 claims by the Vested 
Property Claims Committee. Now then, of the 7,904 claims, 3,360 
have been assigned to attorneys to work upon. Of those 3,360, 1,952 
of them are pending in what is known as the Title Claims Section, 
which is processing them to ascertain whether or not they can be 
recommended for summary allowance under our summary allow- 
ance procedure. One thousand three hundred and ninety-three of 
them are pending in our Trial Section. Those are claims which in 
my judgment c annot be allowed either as a matter of law or are of 
such doubtful nature that they have to go to hearing. 

The balance of them, after you take ‘the 3 360 from the 7, 904, are 
resting in filing cabinets aw aiting assignment to the attorneys as the 
workload decreases and we get time for them. 

Senator Dmxsen. How many are in the pigeonhole? 

Mr. Creieuton. 4,644. 

Senator Dirksen. How many ? 

Mr. CreronTon. 4,644. 

Senator Dixsen. 4,644 are reposing quietly ? 
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Mr. Cretenton. They have not been assigned for work. You must 
remember new claims are being filed every month. For example, 
since July 1, 1952, we have received 534 new claims. 

Senator Smiru. Why are claims still being filed ? 

Mr. CreiguTon. Because we are still vesting German property. 

Senator SmirH. Even now? 

Mr. Cretecnron. Even now. Congress when it approved the resolu- 

on terminating the war with Germany, Public Law 181, 82d Con- 
oress, stated: 











That notwithstanding this resolution and any proclamation issued by the 

sident pursuant thereto, any property or interest which prior to January 1, 
947, was subject to vesting or seizure under the provisions of the Trading With 
the Enemy Act of October 6, 1917 (40 Stat. 411), as amended, or which has here- 
tofore been vested or seized under that act * * * shall continue to be subject 
to the provisions of that act in the same manner and to the same extent as if 
this resolution had not been adopted and such proclamation had not been issued. 
Nothing herein and nothing in such proclamation shall alter the status, as it 

sted immediately prior hereto, under that act of Germany or of any person 
vith respect to any such property or interest. 

Senator Smiru. How long is this vesting going on? Are there still 
properties being vested ? 

Mr. Creieuton. I am not in that particular field, but I have dis- 

ssed it with the men who are in that field, and I know that they 

nk the vesting program will shortly come to an end. The question 
of continuation of vesting was discussed with Mr. Kirks in staff meet- 
ngs, and he was definitely of the opinion that since Congress had 
passed this resolution and the authority still existed to vest, it would 
not be wise for him not to vest this property in view of the fact that 
what remains after administration under the Trading With the 
Enemy Act is allocated to the War Claims Fund. 

It also involves in my personal opinion a question of international 
policy and a question which the State Department would provably 
like to express some position on, 

Senator Smirn. Are those properties that have been recently vested 
or are now in process of being vested, are they of any appreciable 
value ? 

Mr. Creienton. I understand that that is true and that they are 
ot paying any attention to cats and dogs. 

Senator Smrrn. That is what I am getting at, whether or not we 
need a statute to relieve them from seizing cats and dogs. 

Mr, Cretentron. I do not know what ceiling has been put on the 
vesting program, but I feel quite certain that they are not vesting 
cats and dogs now. I just do not want to give you a figure. 

Senator Smiru. Would it not be a good idea for you or someone to 
give us some recommendation along those lines so that we could 
simplify things and bring an end to that ? 

Mr. Creicuton. I think that the best way to put it is that I would 
feel safer, if 1 were Director of the Office, if I had an order fron 
Congress not to vest rather than to make the determination myself 
in view of this resolution. 

Senator Smirn. I think you are quite right. 

Senator Dirksen. Have you made an investigation, Mr. Creighton 
as to how long it takes to process a title claim ¢ 

Mr. Creiguton. Mr. Chairman, I just do not see how I can make 
any estimate as to how long it takes to process a title claim. You 
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have all sorts of claims that come up. You have claims involving 

succession in interest; it may be that the original owner at the time 
of seizure of the property was domiciled in Italy. It may be that 
the property which we seized consisted of both personal property and 
real property. We have to check as to what is the Italian law, who 
are the successors in interest, did the decedent make a will, ete. 

You also have to ascertain what proportion of the property goes to 
the heirs if the decedent died intestate. With respect to the real 
property, we have taken the position in the Claims Branch that the 
mere fact that we sell the property does not change its status—there 
is no conversion to personal property when we sell, and that it 
should be distributed as if it remained real estate at the time the 
claim was filed. We gave a great deal of consideration to that 
question and decided that was the equitable and proper thing to do. 

Senator Smrru. I guess you have some cases of undivided interest 
in real property ? 

Mr. Creicnton. We have many cases of undivided interests in 
real property. A person may die who was the owner of the property 
at the time of vesting. He may have heirs in Italy, heirs in the 
United States and maybe some in South America and in Germany. 
It also may be that only a portion of the property is returnable; that 
this person is an eligible claimant and this person is not an eligible 
claimant. We even had a case not long ago where an Italian had 
left a will, and he had provided that each floor of a dwelling house 
should go to a different son. We finally disposed of it in some 
manner. 

Senator Henprickxson. Has your position on nonconversion been 
tested in the courts? 

Mr. Creicuton. They have no right to test it in the courts. We 
have had no objections to it that I know of. 

Senator Dirxsen. What difficulties are you working under in your 
Office at the present time or what restrictions or what deficiencies 
that prevent the more expeditious adjudication of these title claims? 

Mr. CretcntTon. Well, the nature of the claims and to some extent 
the ambiguities of the statute under which we are operating, Senator. 

Senator Dmxsen. If you had more lawyers and more examiners, 
to what extent would that cure your problem? 

Mr. Creicuton. It would help a great deal. 

Senator Dmxsen. How much? 

Mr. CreicutTon. Well, it takes a lawyer who is new in the field of 
alien property, in my opinion, a minimum of 3 months before he is of 
real value. He needs that much orientation. Some people say 6 
months. It depends upon the caliber of the person. In some cases it 
might be 2 months that the attorney would need before he got a suffi- 
cient grasp of the field in which he is working. In other cases, it 
might take 4 months. 

Senator Dirksen. Those 4,000 and some claims that ir referred 
to in the filing cabinets have not been touched, have they 

Mr. Cretcuton. They have been touched to this extent: When they 
came into the Office a cursory and preliminary examination was made 
of those claims to ascertain whether or not it appeared from the face 
of the claim that it was patently not allowable under the statute, and 
it was also sent to our comptroller in New York so that he could 
register it upon his claim register and make the necessary entries 
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\ich he makes with respect to his bookkeeping activities. It was 
o acknowledged. Also those claims, which have been improperly 
xecuted, have been returned to the claimant for proper execution. 
Ve do that when the claim comes in because we think it is adminis- 
tively wise to do it, and for the further reason that if a claim 
pears patently invalid upon its face, we send it to the Title Claims 
tion, the Debt Claims Section, or the Trial Section, as the case 
be, to have it dismissed, because we do not think it is fair to 
ngress and fair to the Budget Bureau to carry a great load of claims 
vending claims when it appears without any doubt that the claim is 
ot going to develop into the return of any property. 
Mr. Narrmn. Mr. Creighton, may I interrupt to ask you this: If that 
s true and you have sent the claims which are patently unallowable 
t] . ir face over to be dismissed by a motion, then are not the figures 
h indicate how many claims have been disposed over the last 
or 5 years in favor of the allowance of claims rather than showing 
picture that you have now retained claims which will have to be 
itigated or decided at great length? When we check these figures 
ind divide the number of years it is going to take, and we were ad- 
vised that 414 to 7 years would be required to complete the rest of the 
claims, we were taking the ones that were simple to dispose of ¢ 
Mr. CreiauTon. I think I am right. However, I may be wrong in 
my statement that in all of these claims that has been done. I ‘put 
iat system into effect when I came into the Claims Branch in 1951 
or ‘aa thereafter. Whether that was the practice before, I do 
ot recall. 


Senator Smrrn. Mr. Creighton, are the claims which you classify 
s having been settled in the period of time, the number you gave 
Senator Dirksen just now, how many of those came about by way 
of dismissal? What proportion of them, in other words? 

Mr. Narrn. Mr. Creighton, I suggest that in the computation _ 


ired by the subcommittee staff 601 title claims have been heard on 
: motion to dismiss. 

Senator Smiru. And disposed of ? 

Mr. Naren. Since 1944. 

Mr. Creicnton. I will give you the figures as of October 31, 1952. 
We had disposed of 10,336 claims. Now, then, as to title claims we 
had allowed 4,345. We had disallowed 1,283, and there were with- 
drawn 655, a total of 6,283. That was as of October 1, 1952, and 
I get this from a memorandum which I sent to Mr. Sapp on Decem- 
ber 22, 1952, in which I pointed out to him that certain statistics 
which had previously been given him were in error, and at the time I 
had given them to him I told him I would like to have an opportunity 
to correct such statistics as we may have given him at that time. 

Senator Smrrn. The reason I ask that question is, I was trying to 
calculate in a very definite sort of way how many of these claims 
that had not been touched, still in the filing drawer, we could expect 
to be disposed of by motion to dismiss. 

Mr. CretcuTon. It is hard for me to say, Senator. We run into 
them all the time. We may have such claims in this group of 4,000 
or in the 1,900 group that have been assigned to the Title Claims 
Section. 

Senator Drr«sen. I suggest that perhaps we should recess and 
reconvene on Wednesday of next week at 10 o’clock. 
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I want to ask Senators Smith and Hendrickson if that meets with 
their satisfaction ? 

Senator Smirn. I will be out of town on that day, but the arrange- 
ment is agreeable to me. 

Senator Henprickson. That is satisfactory. 

Mr. Cretauron. May I add one thing in connection with what we 
were discussing ? 

Senator Dirksen. Yes, sir. 

Mr. Cretenron. It is our estimate that we have in these 4,000 un- 
assigned claims approximately 1,200 claims which have been untimely 
filed, perhaps more than that, and which, unless the statute is changed, 
we can never allow. I directed when I became Chief of the Claims 
Branch, or shortly thereafter, that if from a cursory examination a 
claim appeared to be good under the statute upon its face, even though 
it was untimely filed, we should not move to dismiss that claim be- 
cause of untimeliness for the reason that there was pending in Congress 
at that time a bill to extend the statutory period for filing claims, 
and there is now pending such a bill. I thought it would be a waste 
of effort to do anything with those claims until we found out what 
Congress was going to do with respect to the proposals to extend the 
time for filing claims. 

Senator Dirksen. Right. 

May I say to the committee that we will resume on Wednesday at 
10 o’clock, and Mr. Creighton, will you please be here. 

(Whereupon, at 4:30 p. m., the subcommittee recessed to reconvene 
at 10 a.m. We dnesday, February 95. 1953.) 
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Unirep States SENATE, 
SUBCOMMITTEE ON THE TrapInG Wirn THe Enemy Act 
OF THE COMMITTEE ON THE J UDICTARY, 
Wash ington, me. 

lhe subcommittee met at 10 a. m., pursuant to recess, in room 424 of 

Senate Office Building, Senator Everett M. Dirksen (chairman of 
‘ subcommittee) presiding. 
Present: Senators Langer (chairman of the committee), Hendrick 

Dirksen (chairman of the subcommittee), and Butler of 
Maryland. 

Also present : John W. Nairn, counsel to the subcommittee, and Wil 

1. A. Kolar and Robert H. Hagan, investigators. 


Senator Dirksen. The committee will come to order. 


TESTIMONY OF THOMAS H. CREIGHTON, JR., CHIEF, CLAIMS 
BRANCH, OFFICE OF ALIEN PROPERTY, DEPARTMENT OF 
JUSTICE, ACCOMPANIED BY LEON ULMAN, ASSISTANT CHIEF, 
CLAIMS BRANCH, AND IRA KIRKLAND, CHIEF, APPEALS AND 
OPINIONS SECTION 


Senator Dirksen. It seems to me, Mr. Creighton, we stopped right 
the middle of your testimony the other day. Suppose we resume 


here we were when we recessed. 

Senator Henpricxson. Mr. Chairman, before we proceed, I am 
oing to have to leave for the Armed Services Committee so that when 
[ leave you will understand. 

Senator Dirksen. Then, I suppose we will have to suspend for 5 

inutes while I go down with you and present Mr. Douglas to your 
ommittee, and then we will come back. 

The Cuairman. I also have to leave to go to the Foreign Relations 
Committee. 

Mr. Crerenton. I do not have a copy of the transcript. I believe 
the committee was questioning me about title claims. 

Mr. Nairn. May I suggest that I read you the last statement. Mr. 
Creighton stated in summation of the title claim problem: 
It is our estimation that we have in these 4,000 claims approximately 1,200 
claims which had been untimely filed, maybe more than that, and which unless 
the statute is changed we can never allow the claims. I directed when I became 
Chief of the Claims Branch, or shortly thereafter, that if upon a cursory exami- 
nation a claim appeared to be good under the statute upon its face even though 
it was untimely filed, that we not move to dismiss that claim because of un- 
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timeliness for the reason that there was pending in Congress at that time a 
bill to extend the period for filing claims, and there is now pending such a 
bill. I thought it would be a waste of effort to do anything with those claims 
until we found out what Congress was going to do with respect to the bill. 

So Mr. Creighton, if you will take up from there I think that would 
clear the record. 

Mr. Creieuron. I just do not know what other aspects of title claims 
the committee may be further interested in. I have explained to the 
committee that we still 

The Cuatrman. First, may I ask the number of that bill that is 
pending ¢ 

Mr. Creicnton. Senator, I do not know whether I have it. It was 
a bill introduced by Senator Hunt in the Senate. 

The CuatrMan. Senator Hunt? 

Mr. Cretonton. Yes, sir. And there was also a similar bill intro- 
duced in the House by a Congressman from New Jersey. I do not 
recall his name—Addonizio. 

The Cuarrman. Thank you very much. 

Mr. Naren. Mr. Creighton, then we will leave the Title Claims 
Section with this, as the committee understands it: There are about 
1,800 claims which have been assigned to attorneys, and about 7,000 
are unassigned, and, as we understand it, you have no way of knowing 
the average time which these 9,000 claims have been in the Branch. 

Mr. CretentTon. May I correct that statement to this extent: There 
are 1,900 claims, or approximately 1,900 claims that are presently 
assigned to the Title Claims Section. There are approximately 1,300 
claims which have been assigned and are pending for hearing in what 
is known as the Trial Section, either upon motions to dismiss or trial 
upon the merits. So we have actually assigned approximately 3,200 
claims. The 4,000 claims that I referred to, something over 4,000 
claims of the 7,904, are claims that have not yet been assigned for 
processing at all. 

Mr. Natrn. And these 1,900 claims are being considered by how 
many attorneys? 

Mr. CreicHTon. There are presently at this time 23 attorneys, I 
believe, in the Title Claims Section, including the Chief of the Sec- 
tion, the supervisor. 

Mr. Naren. And to the best of your knowledge, there is no way 
of ascertaining in a definite way how long it will take you to clear 
up these claims, these title claims? 

Mr. CreicHton. That is correct. I mean this: I never know what 
problems are going to arise in any particular claim. It is just like 
a lawsuit. You can make no estimate until you get into it and find 
out how the case has been prepared, what investigations, if any, will 
have to be made, and what evidence will have to be submitted. Now, 
if we proceed at the rate we have proceeded for the first 7 months of 
this year, just as a rough estimate, I would say that the title claims 
now pending could be cleaned up in from 41% to 5 years. 

Now, that is on the basis eas we are going to dispose of approxi- 
mately 1,800 claims this year. That means ‘that we will get rid of 
those claims, either by Sol ances, disallowances, or upon motions 
to dismiss, and withdrawals. 

Mr. Natrn. And you refer to title claims when you say 41% to 5 
years ¢ 
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oo “ Mr. Creicuton. I am speaking of title claims only. 
laims Mr. Naren. I think it would be a reasonable assumption then to 
y that if the title claim proposition could be cleared up in from 414 
ould to 5 years that the debt claim question then poses the greatest problem, 
nd I think probably we would be wise to move into an examination 
nims of that problem. 
y the Senator Dmxsen. Yes. I want to be refreshed once more by Mr. 
Creighton about that segment of the smaller title claims. I thought 
uu gave us a figure the other day. 

Mr. Crereuton. Well, I gave you a figure, Mr. Chairman, which 

peared in the interim report of the predecessor subcommittee and 
| told you that at that time I had no reason to question the accuracy 

that figure, that I had myself not prepared such statistics, but that 

e predecessor subcommittee did examine our dockets, and, based 

pon the amount which was claimed by the claimant, they made a 

nputation of the number of title claims as to amounts claimed. 

Now, according to that table, the figures are as follows: Title claims 

ding from $1 to $500, 1, 841; from $500 to $1,000, 794; and from 

1,000 to $5,000, 1,511; $5,000 and up, 1,297. And then they list 
besides these, unvalued patent claims, and other unvalued claims. 
According to the list, there were pending 8,312 title claims. But I 
do not know as of what date that figure speaks. 

Senator Dmxsen. Let us take for a moment pending 1,341 claims 
ranging from $1 to $500. 

Mr. CreicutTon. Yes, sir. 

Senator Dirksen. What summary proceeding have you to suggest 
that could work those out in the least amount of time? I am not 
unmindful, of course, that there are difficulties. But it does seem 
to me that, taking just as a rough estimate, $300, $400, or $500 worth 
of time goes into the processing of a claim irrespective of what may 
be involved. 

Mr. Crerenron. Senator, I will tell you quite frankly that the 
only way I know how to administer this claims program is to admin- 
ister it as a lawyer in accordance with the statute. 

Senator Dirksen. Yes, sir. 

Mr. Cretcuton. You have laid down certain standards in the 
statute that each claimant must meet before we can return the prop- 
erty. Now, then, the only way I know to expedite that program 
which we can attempt to apply in the Claims Branch is to use some 
judgment and discretion as to the nature and the strictness of the 
proof we will require where a small amount of money is involved. 
In other words, we won’t insist upon the best evidence rule where 
there is a $300 or $400 claim. We will not insist if there is a successor 
in interest involved that there must be an heirship proceeding and 
that we be furnished with a decree of heirship. We will probably 
accept an affidavit made by one of the distributees who is a member 
of the family, stating he knows the marital status of the man at the 
time he died, whether he was married or unmarried, whether he had 
children, and whether he had died testate or intestate. That is the 
only way I know to administer this program. 

Also, Congress, when it passed section 32, was very insistent that 
we use every means available to us, as I read the legislative history, 
that no property ever be returned to a person who was a member of 
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the Nazi Party or who aided and abetted the enemy. And a good many 
of our claims are filed by people who are residents in Germany or were 
in Germany orin Austria. Practically all of them allege nonmember- 
ship in the Nazi Party. It is very hard to find anybody today who 
admits that he ever was a member of the Nazi Party or aided and 
abetted the Hitler cause. They all allege that they were opposed to it, 
and we have found from our experience that if we have a check made 
by our overseas branch we find a good many of these claimants were 
members of the Nazi Party. And that is also true of some of the 
small claimants in Austria, we find that they joined the Nazi Party 
in Austria back in 1933 when the party was outlawed in Austria, And 
I feel it is incumbent because of the legislative history of section 32 
that we be sure that we do not return any property to these claimants. 

There is no question in my mind that sometimes investigation costs 
more money than the amount of property involved. I do not want to 
fool this committee at all. I think that is true sometimes. 

I have not any estimate of the costs of investigation. I have re- 
quested our overseas mission to give me an estimate of what it costs 
to make certain checks and what it costs to make certain other types 
of investigations. We also have people who allege that they were 
persecutees under the statute, that they were deprived of full rights 
of German citizenship by reason of some law or decree or regulation 
of the Nazi German Government. They give no details. They make 
some statement, such as, “We didn’t have the amount of business that 
we once had because we didn’t get defense contracts or war contracts,” 
and they make all sorts of statements upon which I have found from 
my experience in the Claims Branch we cannot rely, and that we must 
have an investigation made to find the true facts. And, as I say, the 
only way I know to operate the claims program is to follow the statute 
and see that we give back all of the property which Congress intended 
us to give back, but that we give back no property that Congress did 
not intend that we give back, but intended that it be reserved for 
the War Claims Fund. 

Now, maybe I am too strict in it, but that is the only way I know to 
operate. 

Senator Dirksen. Of course, the congressional intent changes, you 
know, from time to time. 

Mr. Creicuton. If Congress wants to change its intent, I can abide 
by any statutes that Congress may enact. That is a matter for Con- 
gress to determine, not for me. All I have to do is to deal with the 
statute as it presently exists. 

Senator Dirksen. That isright. You have given, of course, a lot of 
time and attention to this whole claims matter. 

Mr. Creteuron. That is right, sir. 

Senator Dirksen. I doubt whether there is anybody in Government 
who has quite the experience and background in claims that you have 
because of the long time that you have : been identified with the work, 
and to it, of course, you have brought an excellent legal background. 

Mr. Creienron. Thank you, sir. 

Senator Dirksen. I think the committee would certainly like to 
have some suggestion or recommendation that is founded upon your 
experience in the matter. 

Mr. CreicHron. Senator, I want to say this to you: When I express 
any views, with respect to any legislative program, they are my per- 
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ul views only, and I do not speak for the Department, and I do 
iow whether such proopsals have ever been considered by the 
Att ney General. I think that the only way that—as far as title 
ms are concerned—— 
Phe Cuatrman. I am sorry, I would like to hear the rest of your 
timony. Iam going to read it. I am interested in it, but I have to 









) 





ave. 
Mr. Cretcnron. As far as title claims are concerned, I do not know 
whether the so-called small verified claims procedure that was men- 
ned by the predecessor subcommittee would be helpful or not. For 
to be helpful you would have to enact legis: ation, in my opinion, 
providing that, notwithst: anding any other provision of the statute 
whatsoever, any title claim in which the amount involved is blank 
imber of dollars the Attorney General shall accept the verified claim 
as stated, unless there appears in his own records some information 
that indicates that there are false statements made in the claim. That 
is the only way that I know that we can help the title-claim program 
by a verified claims procedure. 

Now, I have other matters which I think would facilitate the title- 

laim program, namely, clarifying amendments to certain provisions 
of the statute. They are small amendments, some of them. I 
would be glad to point them out to the committee if it desires. 

I might say with respect to that, last July, after I had been in the 
Claims Branch approximately 1 year, I had meetings with members 
of my staff, my section chiefs and other attorneys who had been in the 

laims program for a longer period than my: self, discussing the prob- 
ms that had arisen with respect to the processing of both title and 
debt claims, and as to what legislation would facilitate that work. 
The reason for that was because, as you know, each year each depart- 
ment is supposed to make recommendations with respect to any leg- 
islative program, and our office had been called upon to submit to the 
Attorney General or the Deputy Attorney General its legislative 
program. 

I received memoranda from various members of my staff, and I 
asked Mr. Ulman, who was then Chief of the Appeals and Opinions 
Section, to take all of these memoranda and prepare a memorandum 
to me outlining what the consensus of opinion was and what legisla- 
tion it was deemed would be desirable. 

I went over that memorandum and discussed it and approved or 
disapproved the recommendations that were made, and instructed 
that a memorandum be prepared setting forth a legislative program 
relating to claims. About that time I was taken ill and was hos- 
pitalized, and Mr. Ulman who was appointed Acting Chief of the 
Claims Branch in my absence, did prepare such a memorandum in 
which he stated that I had approved the propositions, but not the 
details with respect thereto or the language of the legislation. 

That memorandum was sent to our Legal and Legislative Section. 
I think it would probably be of more benefit to the committee if T 
am permitted to file it here than it would be for me to go over it and 
point out in detail what clarifying amendments we desire, because I 
think you would prefer to have it in writing. 

Senator Dmxsen. That is right. 

Mr. Creionton. It would be more succinct and clear. And also 
attached to that memorandum are drafts of the proposed changes in 
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language. That memorandum not only deals with the title claim 
program but it also deals with the debt claim program. 
(The information referred to is as follows :) 


STATEMENT OF PERSONAL Views or THOMAS H. CREIGHTON, JR., CHIEF, CLAIns 
BRANCH, OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE, ON AMENDMENTS 
TO CLAIMS PROVISIONS OF THE TRADING WITH THE ENEMY ACT 


In making this statement, it should be understood that any substantial amend- 
ment to the Trading With the Enemy Act necessarily involves Government policy 
at the highest levels, including considerations important not only to the De. 
partment of Justice but to other agencies such as the Department of State. It 
is therefore necessary to emphasize that the views here expressed are my per- 
sonal views based upon my experience in the administration of the claims pro- 
gram as Chief of the Claims Branch. I am, of course, not in a position to 
evaluate all of the factors which may determine executive policy toward amend- 
ment of the Trading With the Enemy Act. While I have been authorized by the 
Deputy Attorney General to express my personal views on this subject, it should 
be understood that they are my own and to my knowledge they have in no way 
been presented to or considered by the Attorney General. 

While under date of August 8, 1952, a memorandum of my views on this sub- 
ject as of that date was submitted to the Legal and Legislative Section of this 
Office, the present statement is complete in itself and I believe it will suffice 
to file the memorandum of August 8 merely for record purposes, 

There exist three areas in which amendments would be helpful: (1) Amend 
ments relating to the debt claim program; (2) amendments relating to the title 
claim program; (3) amendment of section 20 of the act relating to fees of agents 
and attorneys in connection with the prosecution of both title and debt claims. 
I will deal with these in the order stated. 


A. 





AMENDMENTS RELATING TO THE DEBT CLAIM PROGRAM 


The processing and payment of debt claims is governed by the provisions of 
section 34 of the act enacted August 8, 1946 (60 Stat. 925, 50 U. S. C. App. § 34), 
the stated purpose of which was to provide machinery for paying claims of 
creditors against the former owners of vested property on an equitable basis 
to the extent that the vested assets from each debtor permitted (see S. Rept 
1839, 79th Cong., 2d sess., p. 2). It was observed at the time section 34 was 
under consideration that a system of pro rata payments was desirable since 
it had already become apparent that many of the accounts against which debt 
claims had been filed were badly insolvent (ibid, p. 4). 

As a result of my experience in administering the debt claim program I have 
come to the conclusion that as the situation now stands it is not possible to 
envisage liquidation of the program within any reasonable period of time. I 
am also convinced that the benefits which the great bulk of debt claimants 
would receive should the program be pushed to a conclusion would be so small 
that there is little justification for incurring the heavy administrative costs 
that would necessarily be involved. I have arrived at these views because of 
the following combination of circumstances: (1) The huge number of pending 
debt claims (42,743 as of February 28, 1953) in relation to personnel available 
for processing under present budgetary conditions (10 attorneys); (2) pro- 
tracted delays under present statutory procedures in obtaining final resolution 
of major legal problems common to various categories of claims; (3) the hopeless 
insolvency of many of the debtor’s accounts in respect of which the majority 
of claims has been filed: (4) delays in processing debt claims resulting from 
the pendency of title suits and claims involving the debtor’s vested property. 

It is possible for legislative contributions to solution of the program to take 
several forms, ranging from outright repeal of section 34 to less drastic measures 
which would afford partial solution. 


1. Outright repeal 


As the debt claim situation has developed since the enactment of section 34 
in August 1946, I would venture the opinion that had the present facts been 
then available it may be questioned whether the legislation would have been 
passed. The overall picture is one in which the vast majority of debt claimants 
can benefit but little or not at all from allowance of their claims. And when 
this is coupled with the heavy administrative expense which must necessarily 
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ineurred if the debt claim program is to be concluded, there exists, in my 

nion, little justification for the program as an initial proposition. Accord- 

“ly, 1 do not think it amiss to suggest that the instant investigation by the 

‘ommittee presents an opportunity to consider elimination of a program which 
; proved abortive. In this connection, however, it cannot be denied that a 

ively small number of claimants may suffer more than nominal financial 
iry by repeal of section 34 in its entirety. As against this is the greater 
lic benefit which would result from such a course. 

n large part, the debt claim picture is one of hopelessly insolvent accounts 

terms of the amounts involved in the claims which have been filed. In this 
egard I refer the subcommittee to the list of the 11 insolvent accounts in respect 
f which 500 or more debt claims have been filed. These accounts comprise 
9712 of the 42,743 pending debt claims, or about 80 percent. It is self-evident 
hat no justification whatever can be found for requiring a Government agency 

process at heavy expense an account such as that of the Toho Electric Power 

. where there is only $16.65 available to pay 1,222 claims in the face amount 
f $2,966,000. Other examples equally striking are those of the North German 
Llovd (900 claims); Tokyo Electric Light Co. (860 claims) ; Conversion Office 
for German Foreign Debts (900 claims); Dresdner Bank (550 claims). Nor, 

nt legislation, do I see any administrative device which might be utilized to 
ve these claims from consideration. Section 34 is cast in mandatory terms 
not discretionary, and so long as it is law we are under a statutory duty to 
cess every debt claim which has been filed to a final disposition. 
Moreover, if it be said that a possible standard might be elimination of only 
those accounts where there is merely a de minimis amount available for satis- 
tion of claims, I would reply that such an approach is, to my knowledge, 
nique from a legislative standpoint and, in any event, it would leave large 
imbers of claims to be processed with minimum returns to the claimants, 
Thus, we would still have on our hands 4,794 claims against the Japanese Gov- 
rnment account involving $159 million with only $1,563,000 available for their 
yment, and 8,448 claims against the account of the German Government involv- 

x $670 million with only $1,500,000 available to pay this huge amount. And in 

th instances the available amount will be reduced by deduction of administra- 
tive expenses of this Office. 

I should mention at this point the 18,000 claims filed against the Yokohama 
Specie Bank and Sumitomo Bank, of which 17,500 are based on yen certificates 
of deposit payable in Japan. If these claims are payable at the postwar rate 
if exchange (a subject which I will discuss later), they can be paid in full. 
However, a sampling of a fairly substantial portion of these claims indicates 
that the average payment will be considerably below $25, and in my judgment 

» administrative cost of processing them to completion might well equal the 
payments to be made. In my opinion, the small payment which these claimants 
may anticipate under the judgment-day rule does not justify the administrative 
expense which the Federal Government must incur in making them. 

As a technical matter, repeal of section 34 would also require repeal of the 
debt claim provisions of section 9 (a) of the act. In Markham vy. Cabell, 326 
U. S. 404, decided in 1945, prior to the enactment of section 34, the Supreme 
Court held that creditors of persons whose property had been vested might 
maintain suits against the Custodian on their debt claims under section 9 (a) 
f the act; the Court, however, expressly reserved the question whether section 
5 (b) of the act operated to prevent satisfaction of any judgment obtained in 

ich a suit. Section 34 (i) provides that the section shall be the exclusive 
remedy for debt claimants. Repeal of the section without at the same time 
repealing the debt claim provisions of section 9 (a) would leave the latter in 
effect to the extent indicated by the Cabell case. 

Annexed as appendix A-1 is a suggested draft of a repealing act. 


Repeal except for priority claims 


There is perhaps good reason to exclude priority United States and Philippine 
currency claims from my proposal for repeal of section 34. In the case of in- 
sdivent accounts, section 34 (g) provides for priority treatment of the following 
categories of debt claims in the order stated: 

“(1) Wage and salary claims, not to exceed $600: (2) claims entitled to pri- 
rity under sections 191 and 193 of title 31 * * *; (3) all other claims for serv- 
ices rendered, for expenses incurred in connection with such services, for rent, 
for goods and materials delivered to the debtor, and for payments made to the 
debtor for goods or services not received by the claimant.” 


) 
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Claims entitled to priority under sections 191 and 193 of title 31 are those jy 
favor of the United States in cases of insolvent debtors. 

The fact that Congress in enacting section 34 found it desirable to establish 
a system of priority claims demonstrates that claims in that classification were 
deemed to be entitled to favored treatment. It was stated in the legislativ: 
history (see 8. Rept. 1889, 79th Cong., 2d sess., p. 8): 

‘he priorities to be applied in the event of insolvency are prescribed in see- 
lion 34 (g). The priorities are patterned on those in the National Bankruptcy 
Act, with appropriate modifications to reflect the principal actual categories of 
claims thus far filed with the Custodian and the equities attaching to each.” 

While we have not been able to make a case by case examination of the 
»,000 debt claims pending with this Office to determine which are priority 
is and the amounts claimed, on the basis of existing data available with 
‘t to some 20,000 claims presently assigned for processing I estimate that 
there are not more than 1,000 debt claims in the three priority categories speci- 
fied above and that the face amount of these claims will not exceed $15 million. 
I also believe that there will be assets available to pay from 80 to 90 percent of 
the face amount claimed. 
Annexed hereto as appendix A-—2 is proposed amendatory language to limit 
section 34 to payment of these claims. 


3. Amendment to exclude debt claims based on obligations issued by any foreign 
government or agency, or any political subdivision of any foreign country 

If neither of the foregoing proposals should be deemed acceptable, I believe 
In any event, that the provisions of section 34 (a) should be amended to exciude 
debt claims based on obligations issued by any foreign government or agency or 
any political subdivision of any foreign country. Such an amendment would, 
in my opinion, be consistent with the purpose for which section 34 was enacted, 
namely, the protection of American creditors who may have extended their 
credit in reliance upon the assets of the debtor in the United States. The great 
majority of these claims are bond claims asserted against the Governments of 
Germany and Japan. Since it has always been the policy of the United States 
courts to recognize sovereign immunity from suit, it is clear that when these 
claimants purchased their bonds they did not rely on assets in the United States. 
Of the 11,000 claims in this category, there are 4,794 debt claims in the face 
amount of $159,000,000 filed against the Japanese Government and there is avail- 
able for their payment before deduction of administrative expenses of this Office 
only $1,563,000; as to the German Government 3,443 claims in the face amount of 
$670,000,000 have been filed, and there is available for their payment only $1,500,- 
000 before deduction of administrative expenses. It is therefore apparent that 
the claimants can hope to be paid at best merely an infinitesimal fraction of their 
debts. This Government in these circumstances ought not to be put to the ad- 
ministrative burden and expense of processing such claims. Their elimination 
from consideration would greatly shorten the claims program. 

Proposed legislation to exclude from section 34 this type of debt claim was 
forwarded by the Department of Justice for clearance with other interested ex 
ecutive departments during the last session of Congress. This proposal was 
limited to the nonpriority obligations of enemy governments. As I have indi- 
cated above, there are relatively few such priority claims and under the priority 
system they would probably be paid in full. The matter was subjected to inten- 
sive study, particularly by the Department of State, which expressed an unwill- 
ingness to have such legislation proposed during the time of the German external 
debt conference being carried on in London. In consequence, that legislation 
was not forwarded to Congress with recommendation for introduction. A bill, 
H. R. 8502, intended to exclude this type of claim from section 34 was, however, 
introduced in the House of Representatives on July 3, 1952, too late for considera- 
tion by the 82d Congress. The proposed language recommended by me in this 
regard is set forth in appendix A-3 annexed to this statement. 


|. Amendment to exclude debt claims based on obligations expressed in foreign 
currency and payable in a foreign country 

Our records show that we have pending more than 21.000 debt claims based on 
obligations expressed in foreign currencies and payable in a foreign country. 
This amounts to almost 50 percent of all our pending debt claims. Seventeen 
thousand five hundred of these claims arise from yen certificates of deposit issued 
by the Yokohama Specie Bank, Ltd., and the Sumitomo Bank, Ltd., banking cor- 
porations organized under the laws of Japan. Practically all of the remainder 
are based on reichsmark obligations of the Hamburg-American Line (1,215 
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ns), the North German Lloyd (810 claims), the Deutsche Bank (700 claims), 
Dresdner Bank (500 claims), the German Government (350 claims), and the 
version Office for German Foreign Debts (135 claims). These latter claims 
principally from refunds alleged to be owing on unused steamship tickets, 
deposits and security accounts. 
e yen certificate of deposit claimants are either American citizens of Japa- 
ancestry or Japanese residents of the United States. These claimants 
hased for United States dollars the yen certificates of deposit from the 
nese banks through their branches in the United States. The certificates on 
face provided for payment in yen in Japan. To my way of thinking it is 
ely doubtful whether these claimants are in equity entitled to satisfac- 
of their claims out of the vested United States assets of the banks. I do 
elieve that the United States is under any moral obligation to permit vested 
t » utilized for the payment of claims of persons who not only invested 
joney in a foreign economy but expressly agreed to be paid in a foreign 
ncy in a foreign country. 

Moreover, we have been advised by the banks that these certificates may be 
d at their full yen value in Japan, and that a number of depositors bave 
ed their deposits in Japan. The only restriction is that a depositor under 

g Japanese foreign exchange regulations cannot convert the yen into 
for withdrawal from Japan. However, it has long been settled by our 
ne Court that a foreign currency obligation payable in a foreign country 
rned by the laws of the foreign country (see Deutsche Bank v. Hum 
272 U. S. 517 (1926)). When these claimants purchased their yen cer 
of deposit they were chargeable with notice that Japan could at any 
ive prevented them from withdrawing their yen om Japan. Under 
dgment-day rule (which I discuss below) the most they can secure through 
under section 34 is the present dollar value of their yen. As I have 
d above, as a result of postwar devaluation of the yen payments under the 
zment-day rule will average considerably less than $25 per claim and the 
nistrative cost of processing laims will be disproportionate to the 
ns to be made. 
creat majority of the reichsmark claims present an even less appealing 
for consideration under section 34. The claimants in this category are 
ly refugees from the Hitler government and their obligations were incurred 
e they were living in Germany. There can be no doubt that they never 
tained the notion of satisfaction of their claims out of the assets of their 
btors in the United States. I do not believe that it was the intention of the 

ngress in enacting section 34 to extend relief to this class of claimants, and I 
of the opinion that it would not be unjust to exclude them from considera- 
under section 34. 

Moreover, as a result of postwar German currency reform and application 
he judgment-day rule to this category of claims individual payments in 
is of dollars will be relatively small while the cost of processing will be 
ively great. Some of our most difficult legal problems requiring the time 
ur most competent attorneys are presented in the processing of these claims, 

| the effort is hardly justified. 

Annexed as appendix A-4 is a draft of amending language to exclude this 

egory of claims from consideration under section 34. 


Amendment to incorporate the judgment-day rule for payment of debt claims 
expressed in foreign currency and payable in a foreign country 
If my recommendation for excluding from section 34 debt claims expressed in 
ign currency and payable in a foreign country cannot be accepted, it, never- 
‘less, would be desirable to amend section 34 (a) to provide that where a 
bt claim is based on an obligation expressed in a foreign currency and pay- 
in a foreign country, payment shall be made in dollars at the official rate 
exchange in effect at the time the claim is allowed. This is the so-called 
1igment-day rule enunciated by the Supreme Court in Deutsche Bank v. Hum- 
rey, 272 U. 8. 517 (1926), a World War I case involving the debt claim pro- 
visions of section 9 (a) of the act. Claimants in this category have urged that 
we adopt a different rule, which would call for payment of the obligations in 
lollars at the rate of exchange existing at the date the obligations first arose. 
The difference between applications of the two rules amounts to many millions 
of dollars. As Chief of the Claims Branch, I have taken the position that the 
idgment-day rule should govern. It is probable, however, that, final resolu- 
on of the question will involve extensive litigation both before this agency and 
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in the courts. It would greatly shorten the processing of these claims by 
statutory incorporation of the judgment-day rule. 

The then views of the Department of Justice on the judgment-day rule were 
expressed in a letter to the Honorable Robert Crosser, chairman, Committee on 
Interstate and Foreign Commerce, House of Representatives, dated September 19, 
1951. That committee was considering H. R. 4234 introduced on May 23, 1951, 
in the 82d Congress, lst session. H. R. 4234 provided for: 

“Payment of any debt claim based upon an obligation expressed in the cur. 
rency of a foreign country where, prior to vesting of debtor’s property, it was 
the custom or practice of the debtor to pay such or similar obligations in the 
United States, in dollars, at the rate of exchange prevailing on the date of pay- 
ment, shall be made in dollars at the rate of exchange existing on June 14, 1941.” 

The Department opposed the passage of H. R. 4234 on the ground that the 
enactment of the measure would grant an unwarranted preference to one class 
of creditors over other creditors of former owners of vested property and, in 
addition, would result in a gratuitous contribution by the United States to this 
restricted class of creditors at the expense of superior equities of those individuals 
who may hold awards of the War Claims Commission. 

The proposed language recommended by me in this regard is set forth in ap- 
pendix A-5 annexed. 


6. Amendment permitting judicial review in debt claims prior to the issuance of 
final schedules and simplification of procedures 


As the provisions of section 34 (f) now read, an aggrieved debt claimant may 
not resort to judicial review in any insolvent estate proceeding until issuance 
of a final schedule of all the debt claims allowed in respect of the particular 
debtor. To expedite the disposition of the large insolvent estate proceedings, 
such as, for example, Yokohama Specie Bank, Ltd., it would be desirable that 
important legal questions, such as, by way of illustration, the rate of exchange 
question, discharge by payment in Japan, etc., involved in the disposition of the 
claims should be susceptible of judicial determination prior to the issuance of 
a final schedule. In order, however, to avoid undue burden upon this Office and 
the courts, the claimant’s right to judicial review prior to issuance of a final 
schedule should be made dependent upon certification by this Office that such 
judicial review is desirable. In this connection provision should be made for 
notifying other debt claimants who may be interested in the question. 

It should also be observed that section 34 (f) relating to insolvent accounts 
requires service of the Custodian’s schedule, on every claimant by registered 
mail, and that any debt claimant who files a complaint for review must serve 
a copy of the complaint on every other debt claimant. In large insolvent cases 
(for example, Yokohama Specie Bank, 9,000 claims) this would be a most costly 
procedure not only for the Custodian but also for any claimant seeking judicial 
review. I believe that these matters should be simplified and made less costly. 
In this connection I propose that notification be given by the Custodian to each 
claimant whose claim is disallowed in whole or in part, and that notice of the 
issuance of the schedule be published in the Federal Register with a statement 
that the schedule will be available for inspection at the Custodian’s Office and 
that any aggrieved claimant has the right to obtain judicial review. 

Moreover, any debt claimant who has filed a complaint for judicial review 
will not be required under my proposal to serve a copy of the complaint on every 
other debt claimant; the Custodian will merely be required to publish a notice 
in the Federal Register of the filing of the complaint. 

Finally, in order to speed up the disposition of debt claim litigation in the 
courts, I suggest that the'time for filing a complaint and answer may be cut down 
somewhat without materially prejudicing the rights of the litigants. 


The proposed language recommended by me in these regards is set forth in 
appendix A-6 annexed. 


7. Certain other amendments to section 34 which would clarify the act 


(a) Claims filed by legal representatives.—The fifth sentence of section 84 (a) 
provides that, “Legal representatives (whether or not appointed by a court in 
the United States) or successors in interest by inheritance, devise, bequest, or 
operation of law of debt claimants, other than persons who would themselves 
be disqualified hereunder from allowance of a debt claim, shall be eligible for 
payment to the same extent as their principals or predecessors would have 
been.” It will be noted that while a nonresident alien is not an eligible debt 
claimant under the provisions of the fourth sentence of section 34 (a), if he is 
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a legal representative appointed by a foreign court it may be urged that he is 
qualified. I believe that this was not the intention of Congress, and accordingly 
recommend deletion of the clause, “whether or not appointed by a court in the 
United States.” While such language may be appropriate in section 32, where 
it also appears, since relief under that section is accorded nonresident aliens, 
t would not appear to be appropriate in section 34, the benefits of which are not 
extended to nonresident aliens. 

It will be further noted that section 34 in authorizing the filing of a claim 
by the legal representative of a creditor does not expressly require that the 
eligibility of those beneficially interested in the claim be established, although 
where the Claim is filed by a successor in interest, as may be done, such successor 
in interest must be eligible. This Office has interpreted section 34 as requiring 
the eligibility of beneficial owners of a claim to be established, even though the 
claim has been filed by a legal representative. In this connection, it should be 
noted that the courts have uniformly held in section 9 (a) suits prosecuted by 
legal representatives that those beneficially interested in the subject matter of 
the suit must qualify for return under that section, although as in section 34 
there is no such express requirement. I believe it would be well to have section 
34 contain an express provision that where the claim is filed by a legal repre- 
sentative, those beneficially interested in the claim must also meet the eligibility 
requirements of the section. The proposed language recommended by me in 
these regards is set forth in appendix A-Ta. 

(b) Bligibility of recently naturalized citizens of the United States and war- 
time resident aliens.—A considerable number of debt claims has been filed under 
section 34 of the act by persons who, although they did not come to the United 
States until after the beginning of the war on December 7, 1941, have in recent 
years become citizens by naturalization. While aliens are ineligible as debt 
claimants unless they “are and have been since the beginning of the war residents 

f the United States,” “citizens of the United States” are eligible. The question 
s presented, and the language of the statute furnishes no clear answer, whether 
disqualification resulting from residence is cured by subsequent acquisition 
of citizenship. In the face of the expressions in the legislative history that it 
uuld not be appropriate to extend section 34 relief to aliens who first arrived 
the United States after the war began because, inter alia, they “did not 
rdinarily extend credit in reliance upon American assets of their debtors” 
79th Cong., 2d sess., 8. Rept. 1839, p. 5; H. Rept. 2398, p. 11), the Office has taken 
the position that such aliens are not eligible notwithstanding the fact that they 
have subsequently been naturalized. 1 think that this position should be 
expressly embodied in section 34. 

There have also come to our attention a few cases of debt claims filed by aliens 

ho, although resident in the United States continuously between the beginning 
of the war and August 8, 1946, the date of enactment of section 34, have since 
eft the United States. In my opinion, such persons are entitled to relief under 

tion 84 and the language of the section should leave no doubt on that score. 
rhe proposed language recommended by me in these regards is set forth in 

ppendix A—7b annexed. 

(c) Interest on debt claims.—Section 34 (a) should be amended to provide 
expressly that no interest shall be paid on debt claims (1) for any period after 
he first vesting of the debtor’s property, and (2) for any period during which 

e debtor was under a legal disability from discharging his obligation because 

United States “freezing controls,” provided that a default had not occurred 
prior to the imposition of such controls. 

(1) In Matter of Dorothy Krets Lehmann, Debt Claim No. 3848, December 8, 
%48 (decision of David L. Bazelon, Director), the Office took the position that 
nder section 34 of the act interest was not payable for the period after the 
vesting of the debtor’s property. The reasoning of the Lehmann decision was 
that a section 34 claim was a claim against the United States, and accordingly 

iat it was subject to the well-settled rule that the United States is not liable 
for interest in the absence of express statutory direction therefor. The deter- 
nination of the Office was thereafter affirmed by the United States District 
Court for the District of Columbia, sub nom., Kay v. McGrath, Civil Action No. 
156-49, November 6, 1950, and the plaintiff did not appeal the decision. How 
ever, the court, while it affirmed the determination, did not pass upon the reason- 
ng upon which the determination is based. The matter is pending anew in the 

uurts in a complaint filed by another claimant from a decision of this Office 
reaffirming the Lehmann rule. 


41389—54—pt. 1——_11 
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The question is important both from a monetary standpoint and because of 
the frequency with which it arises in the administration of the debt claims pro. 
gram, and it would be well to have it resolved by an express provision that 
postvesting interest on debt claims shall not be paid. 

(2) Of somewhat lesser significance, although of importance, is the analagous 
problem of payment of interest by way of damages during the period in which 
a debtor was prevented from discharging his obligation because of the prohibi- 
tions of Executive Order No. 8389, as amended, against unlicensed transactions 
in enemy property, the so-called “freeze order,” We have taken the positio: 
that while the imposition of freezing controls did not effect a suspension of thy 
running of interest where the debtor was in default prior to the imposition of 
freezing, interest does not accrue where the default occurred during the freez- 
ing period. Of course, interest would begin to run upon the removal of freezing 
controls since the debtor was no longer prevented by freezing from discharging 
his obligations. As with postvesting interest, it would be desirable to have an 
express provision in section 34 settling the question. The proposed languag 
recommended by me in these regards is set forth in appendix A—T7e annexed 


B. AMENDMENTS RELATING TO THE TITLE CLAIMS PROGRAM 


The situation confronting the Claims Branch with respect to title claims is not 
as discouraging as that with respect to debt claims. Unlike section 34, section 32 
needs no basic amendments to permit disposition of large groups of unworkable 
claims. There are, however, three areas in which amendments may be desirable: 
(1) Certain amendments of a clarifying nature; (2) amendment extending the 
time for filing claims; and (3) amendment providing for judicial review. 


1. Certain amendments of a clarifying nature 


(a) Claims filed by legal representatives.—As in section 34 discussed above, 
section 32 in authorizing the filing of a claim by the legal representative of a 
former owner of vested property does not expressly require that the eligibility 
of those beneficially interested in the claim be established, although where the 
claim is filed by a successor in interest, as may be done, such successor in interest 
must be eligible. This Office has interpreted section 32 as requiring the eligi- 
bility of beneficial owners of a claim to be established, even though such claim 
has been filed by a legal representative. As I have pointed out above in con- 
nection with section 34, the courts have uniformly held in section 9 (a) suits 
prosecuted by legal representatives that those beneficially interested in the sub- 
ject matter of the suit must qualify for return under that section, although as in 
section 32 there is no such express requirement. I believe it would be well to 
have section 32, as well as section 34, contain an express provision that where 
the claim is filed by a legal representative, those beneficially interested in the 
claim must also meet the eligibility requirements of the section. The proposed 
language recommended by me in this regard is set forth in appendix B-1la. 

(b) Eligibility of persons who lost their American citizenship under the 
Nationality Act of 1940.—Section 32 (a) (2) (C) excepts citizens of the United 
States from the prohibition against return to persons who were voluntarily resi- 
dent in an enemy country at any time after December 7, 1941. A small number 
of claims have been filed by persons who have lost their American citizenship 
under section 404 of the Nationality Act of 1940 (8 U. S. C. § 804), by failure 
to return to the United States from residence abroad by October 14, 1946, as was 
required by section 409 of that act (8 U.. 8. C. § 809). The language of section 
82 (a) (2) (C) does not make it clear that such persons are ineligible. The 
legislative history would appear to express the intention of Congress that the 
exception in favor of American citizens should not extend to cases of this 
nature. An express provision should be added to section 82 (a) (2) (C) to carry 
out the probable legislative intent. The proposed language recommended by me 
in this regard is set forth in appendix B—1b annexed. 

(c) Bligibity of friendly aliens resident in enemy territory after March 8, 
1946.—While the provisions of section 32 (a) (2) (D) bar only those enemy 
citizens who were present in enemy territory on or after December 7, 1941, and 
prior to March 8, 1946, the provisions of section 32 (a) (2) (C) contain no 
similar cutoff date in respect of nonenemy citizens who voluntarily resided in 
an enemy country after December 7, 1941. Thus, a German alien who has re- 
turned to Germany after March 8, 1946, is eligible under section 32 (a) (2) (D), 
while an English or other friendly alien who after the same date went t 
Germany to live would be ineligible under section 32 (a) (2) (C). While cases 
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f the latter nature are few, nevertheless there does not appear to me to be any 
valid reason for differentiation in the treatment of these cases. An amendment 
section 82 (a) (2) (C) would be justified in this respect. Finally, in view 
f the fact that it is recommended that March 8, 1946, the date of the enactment 
f section 32, should be added to section 32 (a) (2) (C), it is recommended that 
he same date be substituted in section 32 (a) (2) (D) for the words “the 
late of the enactment of this section.” Thus, in this respect both subdivisions 
will be identical. The proposed language recommended by me in these regards 
s set forth in appendix B-l1c annexed. 

d) Bligibility of partnerships.—Sections 32 (a) (2) (B) and (E) do not 
specifically include the word partnerships. It is my opinion that Congress did 

t intend a construction of section 32 to permit a return to enemy partnerships 

I believe that the world “association” as contained in subsections (B) 
(E) of section 32 (a) (2) should be construed to include partnerships. 
n this connection the legislative history refers to an “association” as “a busi- 
ss entity other than a corporation” (see S. Rept. 920, 79th Cong., 2d sess., 
Moreover, it will be noted that in section 2 of the act the word “enemy” 
pressly includes partnerships as well as corporations: “Any individual, par- 
ership, or other body of individuals * * * resident within the territory * * * 
iuy nation with which the United States is at war * * *, and any corporation 
corporated within such territory * * *.” The ambiguity is resolved by an 
mendment expressly adding partnerships to these subsections. The proposed 
language recommended by me in this regard is set forth in appendix B-1d. 

e) Eligibility of enemy citizens present in enemy territory other than that 
of their natonality.—The language of section 32 (a) (2) (D) creates an uncer- 
tainty as to whether the prohibition against return to enemy citizens who were 
present during the war in an enemy country or in territory occupied by its 
military or naval forces extends to an enemy citizen present in an enemy country 
other than the country of his citizenship or in territory occupied by its military 
or naval forces—for example, a citizen of Germany who was present in Japan 
or in that part of China occupied by Japan. There is a number of such cases, 
The doubt is created by the fact that after designating Germany, Japan, Bul- 
garia, Hungary, or Rumanian as the nations to whose citizens the prohibition 
applies, the disqualification arising from presence is in terms of presence ‘“‘in the 
territory of such nation or in any territory occupied by the military or naval 
forces thereof.” It is my view that there is as much reason to bar a German 
who was present in Japan during the war as there is to bar a German who was 
present in Japan during the war as there is to bar a German who was present 
in Germany during that period, and that the above language should be so 
construed. However, it would be desirable to add clarifying language to remove 
the existing ambiguity. The proposed language recommended by me in this 
regard is set forth in appendix B—le annexed. 


{mendment to extend the time for filing claims 

Several bills are now pending in Congress to amend section 33 of the act 
by extending the time in which claims may be filed under section 32. On Sep- 
tember 19, 1951, the Department of Justice expressed its approval to Congress 
of such a bill, but what the present views of the Department are, I do not know. 
There are undoubtedly equities which, in my opinion, justify an extension. For 
example, many vesting orders were issued vesting all right, title and interest 
of foreign nationals in estates and trusts. In many cases several years elapsed 
before a determination was made by the courts establishing the quantum, if 
any, of their interest and when this Office received possession of the funds, 
the time for filing of claims had already expired. These factors should be 
balanced against conflicting considerations, the most important of which is that 
t is necessary at some time to bring the claims program to an end and to know 
how much money will be available for transfer to the war claims fund. It 
should be pointed out that until the statutory period has run for filing claims 
there would be a risk in closing any particular account and transferring it to 
the war claims fund. 

Annexed as appendix B-2 is a letter dated September 19, 1951, from the then 
\cting Deputy Attorney General to the Honorable Robert Crosser, chairman, 
Committee on Interstate and Foreign Commerce, House of Representatives, 
expressing the views of the Department in this regard as of that date. 


{mendment to provide judicial review of title claims 


I would personally favor an amendment to section 32 to provide for judicial 
review of denials of claims under certain conditions. I have always felt that 
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where property rights are involved claimants are entitled to have those rights 
finally determined by the courts. My views in this regard are substantially 
those expressed by the Department in a letter dated September 21, 1951, ad. 
dressed to the Honorable Robert Crosser, chairman, Committee on Interstate 
and Foreign Commerce, House of Representatives, which committee was con. 
sidering bills to provide for judicial review under section 32. In brief, the views 
of the Department as expressed in that letter are that judicial review is desir. 
able if certain safeguards consistent with good administrative practice are pro- 
vided. I, of course, do not know the present views of the Department concern. 
ing such a proposal. 

It should be noted that since a claimant is entitled in appropriate cases to 
administrative consideration both under sections 9 (a) and 32, and under the 
former section is entitled to a trial de novo if he fails administratively, it is my 
opinion that sound administrative practice requires elimination of the possibility 
of a claimant being afforded a double judicial remedy by requiring him to elect 
between the judicial remedies provided by the act. 

I should also point out that the adoption of such an amendment would prob- 
ably increase the cost of the operations of the Office. 

Suggested language in this regard is set forth in appendix B-3a. Annexed also 
as appendix B-—3b is the letter dated September 21, 1951, from the then Acting 
Attorney General to the Honorable Robert Crosser referred to above. 


C. AMENDMENT RELATING TO ATTORNEYS’ FEES 


In my opinion the Office should be relieved of the present requirement, as pro- 
vided for in section 20, of making a determination to the effect that the individual 
fees of agents and attorneys for services rendered in claims proceedings do not 
exceed fair compensation. Our experience in the processing of those claims 
which have been allowed has demonstrated both the onerous nature of this re 
quirement and the fact that it serves little purpose. While we have been com- 
pelled to devote a not inconsiderable portion of our time in making the “fair 
compensation” determination, we have found in the vast majority of instances 
that the fee requested does in fact represent fair compensation for the services 
performed. Moreover, where the claimant is a bank or a large industrial cor- 
poration, it obviously requires no assistance from this Office to protect itself 
from what might be an unreasonable fee. And, while it may be that some foreign 
claimants because of their absence from the scene are at some disadvantage in 
dealing with American lawyers on fee questions, these cases in most instances 
involve relatively small amounts and the fee which is approved by this Office 
is usually the 10 percent maximum fixed by the statute. Accordingly, I recom- 
mend that section 20 should be amended so as to require merely a determina- 
tion that he aggregate of fees will not be in excess of 10 percent of the value of 
the property involved. There should be preserved, however, the right of any per- 
son who believes that the aggregate of fees should be in excess of 10 percent to 
seek judicial relief as well as the jurisdiction of a court making a return of 
vested property to award fees in excess of 10 percent. The proposed language 
recommended by me in this regard is set forth in appendix C annexed. 


ApPENpDIx A-1 


Amend the Trading With the Enemy Act as follows: 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 34 of the Trading With the 
Enemy Act, as amended (60 Stat. 925; 50 U. S. C., App. sec. 34), be and the same 
is hereby repealed. 

Sec. 2, Any debt claim pending under the provisions of section 34, and any 
complaint for judicial review pending under the provisions of subsections (e) 
and (f) of section 34, shall be dismissed by the Alien Property Custodian or the 
court, as the case may be, upon the effective date of this Act, and no payment 
may be made upon any such claim or complaint for judicial review: Provided, 
That the repeal of section 34 shall not have the effect of discharging any debtor 
from any liability which he may have to any debt claimant. 

Sec. 3. Subsections (a) and (e) of section 9 of the Trading With the Enemy 
Act, as amended (40 Stat. 419, as amended; 50 U.S. C., App., sec. 9), are amended 
to read as follows: 

“Sec. 9. That any person not an enemy or ally of the enemy claiming any 
interest, right, or title in any money or other property which may have been 
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veyed, transferred, assigned, delivered, or paid to the Alien Property Cus- 
lian or seized by him hereunder and held by him or by the Treasurer of the 
United States may file with the said custodian a notice of his claim under oath 
in such form and containing such particulars as the said custodian shall 
require; and the President, if application is made therefor by the claimant, may 
der the payment, conveyance, transfer, assignment, or delivery to said claim- 
int of the money or other property so held by the Alien Property Custodian or 
hy the Treasurer of the United States, or of the interest therein to which the 
President shall determine said claimant is entitled: Provided, That no such 
order by the President shall bar any person from the prosecution of any suit at 
w or in equity against the claimant to establish any right, title, or interest 
which he may have in such money or other property. If the President shall not 
so order within sixty days after the filing of such application or if the claimant 
shall have filed the notice as above required and shall have made no application 
to the President, said claimant may institute a suit in equity in the Supreme 
Court of the District of Columbia or in the district court of the United States 
for the district in which such claimant resides, or, if a corporation, where it has 
its principal place of business (to which suit the Alien Property Custodian or 
the Treasurer of the United States, as the case may be, shall be made a party 
defendant), to establish the interest, right, title, and if so established the court 
shall order the payment, conveyance transfer, assignment, or delivery to said 
laimant of the money or other property so held by the Alien Property Custodian 
or by the Treasurer of the United States or the interest therein to which the 
rt shall determine said claimant is entitled. If suit shall be so instituted, 
hen such money or property shall be retained in the custody of the Alien 
Property Custodian, or in the Treasury of the United States, as provided in 
this Act, and until any final judgment or decree which shall be entered in favor 
of the claimant shall be fully satisfied by payment or conveyance, transfer, as- 
signment, or delivery by the defendant, or by the Alien Property Custodian, or 
Treasurer of the United States on order of the court, or until final judgment or 
decree shall be entered against the claimant or suit otherwise terminated.” 
+ + a * Ke a 
(e) No money or other property shall be returned under this section to any 
person who is a citizen or subject of any nation which was associated with the 
United States in the prosecution of the war, unless such nation in like case ex- 
tends reciprocal rights to citizens of the United States: Provided, That any ar- 
rangement made by a foreign nation for the release of money and other property 
of American citizens and certified by the Secretary of State to the Attorney 
General as fair and the most advantageous arrangement obtainable shall be 
regarded as meeting this requirement.” 


APPENDIx A-2 


Amend section 34 (a) by adding the following new sentences after the first 
sentence thereof: 

“No debt claim shall be allowable hereunder which is not based upon an 
bligation expressed or payable in United States or Philippine currency, and 
unless it is (1) a wage and salary claim, (2) a claim entitled to priority under 
sections 191 and 193 of Title 31, (8) a claim for services rendered for expenses 
incurred in connection with such services, for rent, for goods and materials 
delivered to the debtor, and for payments made to the debtor for goods or 
services not received by the claimant.” 

Amend subsection (g) of section 34 by deletion of the words ‘(4) all other debt 
claims”, 

AppENpDIXx A-3 


Amend the second sentence of subsection (a) of section 34 by deleting the 
period at the end of that sentence, substituting therefor a comma, and adding 
the following: 

“or if it is asserted against any foreign country, including its government or any 
political subdivision, agency or instrumentality thereof, and is not based on 
an obligation within priority categories (1), (2), or (38) specified in subsection 
(g) of this section.” 

APPENDIX A-—4 


Amend the second sentence of subsection (a) of section 34 by addition of 
the following: 
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“or if it is based upon any obligation expressed or payable in a foreign cur 
rency and payable in a foreign country, except any obligation expressed or 
payable in Philippine currency and payable in the Philippines Islands. 


APPENDIX A-5 


Amend section 34 (a) by adding the following sentence: 

“Where a debt is expressed in a foreign currency payable in a foreign country 
payment under this section shall be made in United States currency at the officia| 
rate of exchange between such currency and the foreign currency in effect at 
the time the claim is allowed.” 


AppENpDIx A-6 


Amend section 34 (e) to read as follows: 

“If the aggregate of debt claims filed as prescribed does not exceed the money 
from which, in accordance with subsection (d) hereof, payment may be made, the 
Custodian shall pay each claim to the extent allowed, and shall serve by mail 
on each claimant whose claim is disallowed in whole or in part a notice at 
his last known address, as it appears in the files of the Custodian, of such dis. 
allowance. Within forty-five days after the date of mailing of such notice, any 
debt claimant whose claim has been disallowed in whole or in part may file 
in the United States District Court for the District of Columbia a complaint 
for review of such disallowances, naming the Custodian as defendant. Such 
complaint shall be served on the Custodian and shall set forth the reasons why 
the determination of the Custodian is in error. The Custodian, within forty- 
five days after service on him, shall file an answer to the complaint and shall 
certify and file in said court a transcript of the record of proceedings in the 
Office of Alien Property Custodian with respect to the claim in question. Upon 
good cause shown such time may be extended by the court. The court shall 
enter judgment affirming, modifying, or reversing the Custodian’s determination, 
and directing payment in the amount, if any, which it finds due, or remanding 
the claim to the Custodian, if the court concludes that such determination is not 
in accordance with law or that any material findings made by the Custodian are 
unsupported by substantial evidence.” 

Amend section 34 (f) to read as follows: 

“If the aggregate of debt claims filed as prescribed exceeds the money from 
which, in accordance with subsection (d) hereof, payment may be made, the 
Custodian shall serve by mail on each claimant whose claim is disal- 
lowed in whole or in part or to whom a priority is assigned in accordance 
with the provisions of subsection (g) hereof other than a_ priority as- 
serted by the claimant a notice at his last known address, as it appears in the 
files of the Custodian, of such disallowance or assignment of a different priority. 
Within forty-five days after the date of mailing of such notice, any debt claimant 
whose claim has been disallowed in whole or in part or to whom a priority 
has been assigned other than a priority asserted by such claimant, may file in the 
United States District Court for the District of Columbia, a complaint for 
review of the Custodian’s determination, naming the Custodian as defendant: 
Provided, That the Custodian has issued a certification, which shall be attached 
to said complaint, that such review prior to the issuance of a schedule of all 
debt claims allowed and the proposed payment to each claimant as hereinafter 
provided in this subsection is desirable in the judgment of the Custodian. Such 
complaint shall be served on the Custodian and shall set forth the reasons why 
the determination of the Custodian is in error. The Custodian, within forty- 
five days after service on him, shail serve by mail on all other debt claimants 
who may be affected a notice of the filing of such complaint at the last known 
addresses of such claimants as they appear in the files of the Custodian, shall 
file an answer to the complaint, and shall certify and file in said court a transcript 
of the record of proceedings in the Office of Alien Property Custodian with re- 
spect to the claim in question. Upon good cause shown such time may be 
extended by the court. Any other interested debt claimant upon application 
made to the court within seventy-five days after filing of the complaint may for 
good cause shown be permitted to intervene in such review proceeding. The court 
shall enter judgment affirming, modifying, or reversing the Custodian’s deter- 
mination, and remanding the claim to the Custodian for further proceedings not 
inconsistent with the judgment, if the court concludes that such determination 
is not in accordance with law or that any material findings made by the Cus- 
todian are unsupported by substantial evidence. In respect of the debt claims 
allowed by the Custodian, the Custodian shall prepare a schedule of all debt 
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ns allowed and the proposed payment to each claimant, and shall publish 
the Federal Register notice thereof, which notice shall state that the schedule 
be available for inspection at the Office of the Custodian and that any debt 
mant considering himself aggrieved may file a complaint for review of such 
edule as hereinafter provided. In preparing such schedule, the Custodian 
| assign priorities in accordance with the provisions of subsection (g) hereof. 
W in forty-five days after publication of the notice in the Federal Register, 
claimant considering himself aggrieved may file in the United States Dis- 
ict Court for the District of Columbia a complaint for review of the schedule, 
ng the Custodian as defendant. The complaint shall set forth the reasons 
why the schedule is in error. A copy of such complaint shall be served upon the 
Custodian who shall publish notice thereof in the Federal Register. The Cus- 
dian, within forty-five days after service on him, shall file an answer to the 
plaint and shall certify and file in said court a transcript of the record of 
proceedings in the Office of Alien Property Custodian with respect to such 
schedule. Upon good cause shown such time may be extended by the court. 
Such record shall include the claims in question as filed, such evidence with 
respect thereto as may have been presented to the Custodian or introduced into 
the record by him, any findings or other determinations made by the Custodian 
with respect thereto, and the schedule prepared by the Custodian. Any inter- 
ested debt claimant, upon application made to the court within forty-five days 
after publication in the Federal Register of the Custodian’s notice of the filing 
of the complaint for review may for good cause shown be permitted to inter- 
vene in such review proceeding. The court shall enter judgment affirming the 
schedule, or modifying the schedule, and directing payment, if any be found 
due, or remanding the schedule to the Custodian, if the court concludes that 
the schedule is not in accordance with law or that any material findings made 
by the Custodian are unsupported by substantial evidence. Pending the final 
lecision of the court on such complaint for review, payment pursuant to the 
schedule may be made only to an extent, if any, consistent with the contention of 
all claimants for review.” 


APPENDIX A-7A 


Amend the fifth sentence of section 34 (a) to read as follows: 

“Where a deceased person would have been an eligible debt claimant, his 
legal representatives or successors in interest by inheritance, devise, bequest 
or operation of law shall, if such successors in interest are not themseles dis- 
qualified hereunder from allowance of a debt claim, be eligible for payment to 
the same extent as their principals or predecessors would have been.” 


APPENDIX A-7B 


That portion of the fourth sentence of section 34 (a) preceding the words, 
“And who have not during the war been interned or paroled’”’ should be amended 
to read as follows: 

‘Debt claims allowable hereunder shall include only those of citizens of the 
United States or of the Philippine Islands on December 7, 1941; those of corpora- 
tions organized under the laws of the United States or any State, Territory, 
or possession thereof, or the District of Columbia or the Philippine Islands; 
those of other natural persons who were residents of the United States con- 
tinuously between December 7, 1941, and August 8, 1946, inclusive.” 


APpPENDIx A-7c 


Amend section 34 (a) by adding the following sentence: 

“No interest shall be allowed or paid on any debt claim for any period sub- 
sequent to the date on which any property or interest of the person alleged 
to be the debtor was first vested in or transferred to the Custodian and no 
interest in the nature of damages shall be allowed or paid on any debt claim 
during the period in which the debtor was prohibited by this Act, unless 
licensed, from paying the principal debt except that such interest may be al- 
lowed and paid if the principal debt was payable prior to the effective date of 
such prohibition.” 

APPENDIx B-1A 


Paragraph (2) of section 32 (a) to read as follows: 
“that such owner and successor in interest, if any, are not— 
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APpPENDIx B-1B 


After the words “a citizen of the United States” in the first sentence of section 
82 (a) (2) (C) add the following: 
“on October 14, 1946,” 
APPENDIx B-1c 


Amend the language of section 32 (a) (2) (C) reading, “an individual vol.- 
untarily resident at any time since December 7, 1941, within the territory of 
such nation” to read as follows: 

“an individual voluntarily resident at any time since December 7, 1941, and 
prior to March 8, 1946, within the territory of such nation.” 

In place of the words “the date of the enactment of this section” in the first 
sentence of section 32 (a) (2) (D), substitute the following: 

“March 8, 1946.” 
APPENDIX B-1p 


Amend section 32 (a) (2) (B) to read as follows: 
“a corporation, partnership or association organized or existing under the laws 
of such nation: Provided, That any property or interest or proceeds which, but 
for the provisions of this subdivision (B), might be returned under this section 
to any such corporation, partnership or association, may be returned to the 
owner or owners of all the stock of such corporation or of all the proprietary 
and beneficial interest in such partnership or association, if their ownership of 
such stock or proprietary and beneficial interest existed immediately prior to 
vesting in or transfer to the Alien Property Custodian and continuously there- 
after to the date of such return (without regard to purported divestments or 
limitations of such ownership by any government referred to in subdivision 
(A) hereof) and if such ownership was by one or more citizens of the United 
States or by one or more corporations organized under the laws of the United 
States or any State, Territory, or possession thereof, or the District of Columbia: 
Provided further, That such owner or owners shall succeed to those obligations 
limited in aggregate amount to the value of such property or interest or proceeds, 
which are lawfully assertible against the corporation, partnership, or association 
by persons not ineligible to receive a return under this section; or.” 
Amend section 32 (a) (2) (E) to read as follows: 
“a foreign corporation, partnership, or association which at any time after 
December 7, 1941, was controlled or 50 per centum or more of the stock of which 
was owned by any person or persons ineligible to receive a return under sub- 
divisions (A), (B), (C), or (D) hereof: Provided, That notwithstanding the 
provisions of this subdivision (E), return may be made to a corporation, partner- 
ship or association so controlled or owned, if such corporation, partnership or 
association was organized or existed under the laws of a nation any of whose 
territory was occupied by the military or naval forces of any nation with which 
the United States has at any time since December 7, 1941, been at war, and if 
such control or ownership arose after March 1, 1938, as an incident to such 
occupation and was terminated prior to the enactment of this section [March 8, 
1946] ; and”. 
APPENDIX B-—1E 


Before the words “such nation” in the first sentence of section 32 (a) (2) (D) 
add the word “any.” 
APPENDIX B-2 
SEPTEMBER 19, 1951. 
Hon. RopertT Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washinaton, D. C. 


My Dear Mr. CHAIRMAN: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 4611) “To amend the 
Trading With the Enemy Act to extend the time for filing claims in the case of 
certain Italians.” 

The bill would amend section 33 of the Trading With the Enemy Act, as 
amended, by adding a new subsection providing for an additional period of 6 
months within which certain Italian nationals may file claims for return of 
property vested under the act. 

In its present form section 33 limits the time for filing claims for return of 
vested property to a period of 2 years from the date of vesting of the property, 


o”7 


or April 27, 1949, whichever is later. Inasmuch as most Italian property was 
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sted prior to September 1943, the period for filing return claims for such 

erty elapsed on April 30, 1949. 
he original enactment of the short period of limitations on the filing of re- 
n claims under the act was intended to provide an adequate period for claim- 

; to avail themselves of their remedies under the act and at the same time 
eve the Government of the possibility that it might “for all time be open to 
ack.’ However, it should be noted that there was no previous experience un- 
r the act with the imposition of limitations on this type of claim, and, in con- 
juence, this Department has given careful and continuing consideration to 
problems raised by the imposition of the period of limitations on the filing 
return claims. 
On the basis of such consideration the Department previously sought exten- 
of the period of limitations for an additional year and by Public Law 874, 
s0th Congress, July 1, 1948, an extension of approximately 10 months was 
nted. Subsequently, legislation providing for a general extension was intro- 
juced in the 81st Congress. This Department, in expressing its views to the 
ropriate committees of the Congress, including the House Committee on 
Interstate and Foreign Commerce, stated its objection to the enactment of a 
ral extension at that time on the basis that there had not been demonstrated 
ifficient need for an extension to justify the administrative inconvenience and 
ay which would be involved. Since that time, however, it has become clear 
the present limitation date did not actually afford all eligible claimants 
, adequate opportunity to file their claim. 

The principal difficulty encountered by. the Office of Alien Property in the 
peration of the limitation provision has arisen from the necessity of constructive 

tice of vesting. Inasmuch as nearly all persons whose property has been 
ested were within foreign countries occupied by the Axis Powers, direct per- 
nal service of notice of the vesting was impossible. The publication of the 
vesting order in the Federal Register is legally sufficient as constructive notice. 
However, with regard to those claimants who reside in foreign countries it is 

ubtful that such publication actually provides adequate information of the 
action taken. In order to remedy partially this difficulty the Office of Alien 
Property has endeavored, through the medium of foreign governments and the 
German and Japanese occupation authorities, to publicize to the widest possible 
legree the necessity of filing claims within the prescribed period. Despite such 
orts, it has become apparent that some eligible claimants have been deprived 
their right to file their claims. 

In addition to the type of notice the general social dislocation resulting from 
var made it impossible for some former owners to be informed of the vesting 
of their property, and the need for immediate filing. In this regard it should be 
noted that several friendly foreign governments have made formal and informal 
representations of the need for extension of the filing period to permit claims 

behalf of individuals who, because of such reasons, were unable to file before 
the expiration of the period. 

There are also special problems which cause serious hardship. In many 
nstances available evidence indicated that property or interests in the United 
States were owned by a person within an enemy country, although the exact 
name of the owner did not appear. The vesting order in such a case was drawn 
to indicate the enemy status, although the actual name of the owner could not 
he stated. This has raised serious problems, particularly in matters involving 
decedents’ estates. In one case the vesting order vested in 1943 the interests 

f certain heirs, names unknown, of a decedent. The determination of heirship 
by the probate court in 1949 found certain individuals to be heirs who appear 
to be eligible for return of the property vested. Because the probate court’s 
action did not come until 1949, the period for the filing of the claims to the 
vested property had in fact expired before the heirs had any knowledge of their 
right to file. While the Office of Alien Property has taken the position that 
the statute prohibits present filing in such a situation, in view of the circum- 
stances in these cases relief is undoubtedly required to prevent serious injustice. 

There are at present approximately 1,200 claims on file with the Office of 
Alien Property which appear on their face to be filed late. No processing of 
these claims has been undertaken because of the growing shortage of personnel 
to undertake such a project. It is noted that of these claims slightly less than 
half are filed by residents of friendly countries and by citizens of the United 
States. The remainder appear to be filed by residents of Germany and Japan, 
the majority of whom claim to be eligible as refugees or persecutees. In addi- 
tion the records of the Office of Alien Property show that in reply to written 
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inquiries concerning filing of claims, it has informed the claimants in 1,051 
cases that the period for filing had passed. 

Accordingly, it is suggested that the bill be amended to broaden its scope 
to include all classes of claimants and to extend the time for the filing of 
claims for administrative return of vested property for a period of 1 year from 
the date of the enactment of the amendment. The period of 1 year is believed 
sufficient to permit all claimants who make a reasonable effort to file their claims 
to do so. In view of the current proposals for the judicial review of section 
32 claims it would appear unnecessary to provide an additional period in which 
to file section 9 suits. For the most part such claimants who have not filed 
heretofore are those who by reason of their residence in enemy or formerly 
occupied territory are ineligible to maintain actions under section 9. They 
would appear to be adequately protected by the opportunity for an administra 
tive processing of their claims with whatever judicial review of that protessing 
may be deemed to be appropriate by the Congress in its consideration of the 
various bills to provide judicial review for such claims. 

The committee has specifically requested that the Office of Alien Property 
provide an estimate of the total cost to the War Claims Fund of this legislation. 
Enactment of H. R. 4611 in the form introduced would involve no cost to the 
fund, inasmuch as it relates to property vested as Italian, which is not under 
present law to be made available to the fund. Enactment of the amendment 
recommended would reduce the War Claims Fund by the amount of the vested 
property which would be identified as nonenemy through claims filed under 
this amendment and returned to nonenemy claimants. Such amount, however, 
is not susceptible to estimate. The Office of Alien Property has no basis what- 
ever on which to judge the amount of property which might be returned to 
claimants who may prove to be eligible upon the consideration of claims which 
could be filed if the extension were granted. It is our judgment, however, that 
the amount returnable will not endanger the solvency of the fund in relation 
to the claims presently authorized to be paid from it. The total of present needs 
of the fund is estimated to be $150,000,000. Through various payments made 
to the fund from proceeds of vested property, a total of $120,000,000 has already 
been furnished for the payment of awards of the War Claims Commission. It 
is extremely doubtful if the extension of time recommended by this Office would 
jeopardize the payment of the last $30,000,000 of present requirements. 

Pursuant to the above recommendation the Department of Justice recom- 
mends that the bill be enacted in the following form: 

“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 33 of the Trading With the 
Enemy Act of October 6, 1917, as amended (50 U. S. C., App. Supp., § 33), is 
amended by striking out the last portion of the first sentence of such section 
beginning with the words ‘by April 30, 1949’ and inserting in lieu thereof the 
following: ‘not later than one year from the enactment of this amendment, 
or two years from the vesting of the property or interest in respect of which 
the claim is made, whichever is later’.” 

The Director of the Bureau of the Budget has not advised as to whether the 
enactment of the bill would be in accord with the program of the President. 

Yours sincerely, 
Wn. Amory UNDERHILL, 
Acting Deputy Attorney General. 


APPENDIX B-3A 


Amend section 32 by adding after subsection (g) thereof the following new 
subsection : 

“(h) Any person whose claim for return has been denied by the Alien Prop- 
erty Custodian in whole or in part under section 9 (a) of the Act or under this 
section (except to the extent that denial under this section has been under 
subsection (a) (5)) may obtain review thereof by filing in the United States 
Court of Appeals for the District of Columbia Circuit within sixty days after 
the date of the mailing of the determination disallowing the claim in whole or 
in part a petition naming the Custodian as respondent and praying that the de- 
termination be modified or set aside in whole or in part. A copy of the petition 
shall be served on the Custodian who, within forty-five days after service on 
him, shall file an answer thereto and shall certify and file a transcript of the 
record of the proceedings in the Office of the Custodian with respect to the claim 
in question. Upon good cause shown such time may be extended by the court. 
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rhe court shall enter judgment affirming, modifying, or setting aside the Custo- 

n’s determination in whole or in part, and directing a return of the property or 
emanding the claim to the Custodian, if the court shall conclude that such de- 

ination is not in accordance with law or that any material findings made 

the Custodian are unsupported by substantial evidence. 

Prior to any hearing which the Custodian may hold in connection with any 
claim for return now pending or which may hereafter be filed the claimant 
shall, upon demand by the Custodian, file with the Custodian within thirty days 
from the date of such demand an election to proceed under this subsection or 

nder the judicial remedy provided by section 9 (a) of this Act, and if the 
claimant either fails to so elect within the time provided or elects to proceed 
under this subsection he shall thereafter be barred from instituting any suit 
inder section 9 (a) and if such suit is pending in any District Court of the 
United States the Custodian shall be entitled to judgment dismissing the com- 
plaint therein with prejudice. If such claimant elects to proceed under the 
judicial remedy provided by section 9 (a) he shall not thereafter be entitled to 
administrative relief either under this section or section 9 (a) of this Act. 
“No person whose suit under section 9 (a) has proceeded to final judgment 
shall be entitled to proceed under this subsection.” 


APPENDIX B-3B 
SEPTEMBER 21, 1951. 
Hon. ROBERT CROSSER, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHarrMAN: This is in response to your request for the views of 
the Department of Justice relative to the bills (H. R. 2100 and H. R. 2264) “To 
amend section 32 of the Trading With the Enemy Act to provide for judicial 
review.” 

The bills would amend section 32 of the Trading With the Enemy Act by the 
addition of a new subsection (h), to provide that persons whose claims for 
return of vested property are administratively denied in whole or in part may 
seek judicial review of the administrative action in the United States District 
Court for the District of Columbia. The subsection would provide the procedure 
by which such review would be undertaken, stating that the appeal shall be on 
the basis of the record before the Office of Alien Property, together with such 
additional evidence as the court may in its discretion take, upon a showing 
that the evidence was improperly excluded before the Office of Alien Property, 
r could not reasonably have been presented in the administrative hearing. 
The bill also would provide that any judgment of the district court shall be 
ippealable in the usual course and that the enactment of the bill shall not deny 
to any person eligible to invoke the judicial remedies afforded by section 9 of 
the Trading With the Enemy Act the right to resort to these remedies. 

At the present time judicial review of administrative action under section 32 
s precluded (McGrath v. Zander, 177 F. (2d) 649 (C. A., D. C. 1949) ; Feyera- 
bend vy. McGrath, 189 F. (2d) 624 (C. A., D. C. 1951)). The Department of 
Justice favors the principle of judicial review of a denial of section 32 claims. 
However, it believes that the present bills are inadequate in several important 
respects. 

Section 32 of the Trading With the Enemy Act was added in 1946 (act of 
March 8, 1946, c. 88, § 1, 60 Stat. 50; 50 U. S&S. C. App. § 32). The purpose of the 
section, as disclosed by the committee reports (S. Rept. 920, 79th Cong., 2d 
sess., H. Rept. 1269, 79th Cong., Ist sess.), was to authorize the Alien Prop- 
erty Custodian (whose functions and duties are now vested in the Attorney 
General and by delegation from the Attorney General in the Director, Office of 
Alien Property) to restore property vested in or transfered to the Alien Property 
Custodian during World War II to persons who were never hostile to the 
United States. Under the Trading With the Enemy Act, property belonging to 
persons who were not citizens of enemy countries but who were resident in 
enemy-oecupied countries was subject to seizure primarily for protective pur- 
poses. Although these persons had a strong moral right to the return of their 
property, the act, as it existed after the December 18, 1941, amendment, did not 
permit return of the property to those technical “enemies.” However, in order 
to insure against return to actual enemies, section 32 prohibits return to persons 
voluntarily resident in an enemy country or to enemy nationals in enemy or 
former occupied countries or to foreign corporations owned or controlled by such 
nationals. 
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Section 32 also contains a provision that all returns under its provisions must 
be found to be in the interest of the United States (sec. 32 (a) (5)). This was 
intended to bar returns in cases where the national interest was an overriding 
consideration, even though the other stated conditions might be met. By amend- 
ments of August 8, 1946 (60 Stat. 930), and September 29, 1950 (64 Stat. 1080), 
the categories of those eligible for administrative returns of vested property were 
broadened to include (1) persons who were voluntarily resident in an enemy 
country or enemy citizens who were physically present in its territory or in 
territory occupied by it but who were deprived of life or of civil rights by dis- 
criminatory legislation against political, racial, or religious groups, and (2) 
certain citizens of the United States who were also citizens of an enemy country 
and were present therein during the war. 

As of June 30, 1951, there were filed with the Office of Alien Property a total 
of 14,272 claims for the return of property vested in World War II. Of these 
1,631 have been already disposed of, leaving a total of 9,641 claims still pending. 
The statistics of the Office indicate that only about 10 percent of the claims 
already processed to completion have been disallowed. If this experience con- 
tinues in the future, the maximum number of claims affected by the bill, in- 
cluding those already disallowed, would be approximately 1,400. It should be 
observed, however, that by far the largest category of disallowed claims consists 
of those where the claim on its face disclosed ground for disallowance, such as 
enemy citizenship and presence in an enemy country during the war with an 
express disclaimer of persecution. Although it is not possible to estimate the 
probable additional cost to the Office of Alien Property of defending denial of 
1,400 claims against court attack, such cost would no doubt be substantial. 

It is the view of the Department of Justice that judicial review may appro- 
priately be applied to proceedings under section 32 of the Trading With the 
Enemy Act In many instances the denial of a claim for the return of vested 
property involves serious consequences to the claimant and while the action of 
the Office of Alien Property is in its view required by present law, claimants 
should be afforded the opportunity to test judicially the correctness of admin- 
istrative action involving such consequences. It may be observed that section 
34 of the Trading With the Enemy Act (60 Stat. 925; 50 U. S. C., App., § 34) 
provides for judicial review of debt claims proceedings. 

However, these bills in providing for overlapping judicial remedy involve 
unnecessary expense and administrative burden. Claimants who are not “ens 
mies,” “allies of enemies,” or enemy “nationals,” as defined in sections 2 and 39 
of the Trading With the Enemy Act (50 U. S. C.; App., §§ 2, 39), are already 
entitled to maintain legal action to compel return of vested property under sec 
tion 9 (a) of the act. Accordingly, the hearing procedures of the Office of 
Alien Property are limited to consideration of claims under the provisions of 
section 32. Practically all claimants eligible to sue under section 9 (a) also 
qualify under section 32. 

With the enactment of the bills in the form introduced, which provide that 
section 9 remedies are preserved, it would be possible for certain claimants to 
prosecute their claims through the administrative procedure provided under 
section 32: appeal to the district court for a review of that procedure; appeal 
from the decision of the lower court if adverse through the court of appeals to 
the Supreme Court: and having lost on appeal immediately invoke the judicial 
remedies provided by section 9 (a). The consequences of such a cumulative 
judicial remedy to the burden of the Office of Alien Property and the courts would 
be serious. There would appear to be no necessity or justification for affording 
more than one opportunity for judicial relief. Accordingly, it is urged that 
these bills be amended to remove the possibility of dual judicial review of these 
claims by requiring a claimant, before he is accorded an administrative hearing, 
which would under the bill be appealable to the courts, to make an express elec- 
tion either to proceed under section 32 or under section 9 and that such election 
should thereafter be binding upon the claimant. 

Moreover, the bills do not provide for administrative finality of the findings 
of the Custodian if such findings are supported by substantial evidence. In 
that regard no valid reason appears why claimants on judicial review of the 
agency action should be granted a wider scope of review than is presently au- 
thorized for administrative proceedings subject to the judicial review provided 
by section 10 of the Administrative Procedure Act (5 U. S. C. 1009). Judicial 
relief under section 10 with resnect to questions of fact is limited to agency 
findings “unsupported by substantial evidence.” Similar provision for judicial 
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review under the Trading With the Enemy Act would appear to afford full pro- 
tection for the claimant in line with standard procedures available in the case 
of other Government agencies. 
With a limited review of fact questions a more appropriate form for review 
an the District Court of the United States for the District of Columbia would 
the Court of Appeals for the District of Columbia or for the circuit in which 
claimant resides, or if the claimant is a corporation, the principal place of 
business. Initial review of agency action by the courts of appeal is the 
thod which has been adopted for a number of administrative bodies, such as 
National Labor Relations Board, the Federal Trade Commission and the 
Federal Communications Commission. There appears to be no need to burden 
the courts by providing double review by the district court and by the court of 
appeals. Moreover, the elimination of one level of review would greatly reduce 
e administrative burdens of the Office of Alien Property. 
\s has been noted above, section 82 (a) (5) conditions a return upon a deter- 
nation that it is “in the interest of the United States.” This phrase is not 
therwise defined by the statute. As previously stated, it is intended to bar re- 
s in cases where the national interest is an overriding consideration, even 
though other stated conditions might appear to have been met “and when in 
judgment of the State Department, for example, insufficient reciprocal pro- 
tection has been afforded by a foreign country to American citizens having 
claims against it” (S. Rept. 920, supra, p. 6; H. Rept. 1269, supra, p. 6). <A fur- 
r instance of the application of this provision is with respect to cases of 
nemy taint” or collaboration. Finally, President Truman in a letter to the 
Property Custodian, dated May 18, 1946, directed the Custodian in making 
‘national interest” determination to consult other interested agencies of the 
ernment, including the Department of Defense and the Departments of 
ate, Treasury, and Justice so that he might be “advised of the public interest 
n such matters as national security, foreign relations, financial and fiscal policy, 
| commercial and antitrust policy.” LIllustrative of the matter is the question 
whether it is in the national interest to return vested property to nationals of 
countries whose present policies are considered wholly inimical to the interests 
of the United States. 
In review of the policy factors obviously present in making the “national inter- 
determination it is believed that denial of a claim on the ground that a re- 
rn would not be in the interest of the United States ought not to be subject to 
judicial review. Whether a return of particular property would be in the na- 
onal interest is peculiarly and unavoidably a matter of executive discretion 
h the result that judicial review of administrative action in this sphere is 
h inexpedient and impracticable. Only a few claims have been thus far dis- 
allowed by the Office of Alien Property on these grounds, and it is not anticipated 
that a great number of claims would be subject to this provision in the future. 
Che bills confine the relief provided to prospective denials. It would appear 
) be just to extend the same measures of relief to persons whose claims have 
ready been disallowed, putting all claimants on the same footing. 
The Director of the Bureau of the Budget has not advised as to whether the 
ctment of the bills would be in accord with the program of the President. 
Yours sincerely, 
Wa. AMoryY UNDERHILL, 
Acting Deputy Attorney General. 


APPENDIx C 


Amend section 20 to read as follows: 

“No property or interest or proceeds shall be returned under this Act, nor shall 
any payment be made or judgment awarded in respect of any property or interest 
vested in or transferred to the Alien Property Custodian unless satisfactory 
evidence is furnished to the Alien Property Custodian, or the court, as the case 

ay be, that the aggregate of the fee to be paid to all agents, attorneys at law or 
in fact for services rendered in connection with such return or payment or judg- 
ment does not exceed 10 per centum of the value of such property or interest or 
proceeds or of such payment. Any agent, attorney at law or in fact believing 
that the aggregate of fees should be in excess of such 10 per centum may petition 
the district court of the United States for the district in which he resides for an 
order auhorizing fees in excess of 10 per centum and shall name the Alien Prop- 
erty Custodian as respondent. The court hearing such petition or a court award- 
ing any judgment in respect of any such property or interest or proceeds, as 
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the case may be, shall approve an aggregate of fees in excess of 10 per centum 
of the value of such property or interest or proceeds only upon a finding that there 
exist circumstances which require the payment of such excess. Any person ac. 
cepting any fee in excess of an amount approved hereunder, or retaining fo 
more than thirty days any portion of a fee, accepted prior to approval hereunder, ir 
in excess of the fee as approved, shall be guilty of a violation of this Act.” 

Senator Burter. When you are talking of the title claims you are 
talking about the claims of persons whose property has been vested 
under the act ? 

Mr. Creten ton. That is right, sir. I am talking about the people 
who claim that they were the owners of the property as of the date of 
the vesting or are successors in interest. 

Senator Butter. They would be aliens? 

Mr. CreicHron. Some of them would be aliens; some of them might 
be American citizens. 

Senator Burier. It wouldn’t be possible then to take title certainly 
with all of the benefits of the due process clause ? 

Mr. Creicuron. I have to disagree there with you, Senator. They 
might be enemies, in the sense of the word as used in the Tr: ading With 
the Enemy Act. Section 2 of the Trading With the Enemy Act defines 
who is an enemy, and the definition includes any person who was a 
resident in enemy country or a country occupied by an enemy or who is 
doing business in said country. 

Now, then, I think Congress had a perfect right to declare who 
should be an enemy of the United States in wartime, and I think the 
courts have stated from time immemorial that those people who were 
defined as enemies have no rights under the Constitution. It is purely 
an act of grace whether or not Congress should give their property 
back to them. 

Now, Congress did say that people who were in the occupied coun- 
tries were enemies. They, in fact, were our allies. During World War 
II there were many countries occupied by the enemy forces and the 
residents thereof were technical enemies. Section 32 of the act is the 
section that was enacted to take care of those so-called technical 
enemies. But I still don’t think they have a constitutional right to 
recover their property, Senator, under the decisions as I read them. 

Senator Burter. What I was referring to was the Attorney Gen- 
eral having the right to take the sts :tement as certified to him as being 
correct in connection with title. That seemed to me a very peculiar 
way to determine title. 

Mr. CretcHron. It is a peculiar way to determine title, because, 
quite frankly, we have many claims in which the claimant says “John 
Smith died. I am his sole heir at law. I want his property back.” 
We make an investigation of him and find out that he may be an heir 
or may not be an heir or there may be seven other heirs, or the man 
died testate leaving a will in which this person doesn’t share. Of 
course, if Congress wanted to take the chance—— 

Senator Butrier. The man may be in Siberia and still be alive. 

Mr. CreicutTon. That is correct. There are all sorts of questions. 

I can carry out any mandate which Congress gives me, but I have 
to admit I am doubtful of the wisdom of that particular proposition. 

Mr. Naren. Mr. Creighton, the subcommittee has received a num- 
ber of complaints with respect to the persecutee section under the 
statute from attorneys and from claimants, and the gist of these 
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mplaints is that under that persecutee section the Office of Alien 
Propery has held to a ruling, in effect, that a Jewish person is the 
only persecutee who falls under the statute and is allowed to claim his 

roperty as a persecutee, whereas, perhaps, a Catholic or a Seventh- 

iy Adventist does not receive the same recognition as a persecutee 
from the hearing examiners, or any of the original examiners in your 
ection. 

Can you make any comment on that ? 

Mr. Creicuton. I certainly can, sir. I think they receive the same 
onsideration as a Jewish person does. However, you must recall 

at the statute is drawn in terms which provide as follows: To make 

clear, I think I should read the statute to you so that there will be 
no misunderstanding. First, the statute says that no person can 
eceive a return of his property if he was an— 

dividual who was at any time after December 7, 1941, a citizen or subject 
f Germany, Japan, Bulgaria, Hungary, or Rumania, and who, on and after 
December 7, 1941, and prior to the date of the enactment of this section, was 

esent (other than in the service of the United States) in the territory of 
such nation or in any territory occupied by the military or naval forces thereof 
r engaged in any business in any such territory: Provided, That notwithstand- 

g the provisions of this subdivision (D) return may be made to an individual 
who, as a consequence of any law, decree, or regulation of the nation of which 

» was then a citizen or subject, discriminating against political, racial, or 

igious groups, has at no time between December 7, 1941, and the time when 
such law, decree, or regulation was abrogated, enjoyed full rights of citizenship 
inder the law of such nation. 

There is a standard which Congress laid down for persecuted per- 
ons. We all know, as a historical fact, that most of the discrimina- 
tory laws that were enacted by the Hitler regime were directed against 
racial or religious groups, chiefly against the Jewish people. Now, 
then, I can’t tell you at this time just how many discriminatory laws 
were enacted in Germany, but there were between 50 and 100 of them, 
[ should say. 

Now, then, we have found on investigation, or at least I have come 
to the conclusion, that while the Hitler government discouraged the 

‘atholic religion and Catholicism, it did not take away by any Tegisla- 
tion, rule or regulation, either as a matter of law or under color of 
law, the full rights of citizenship of individual members of the Catholic 
faith. 

Take a Christian Scientist, for example. Maybe there was a 
Christian Scientist that was a teacher of the faith, or a reader in the 
faith. AsI recall, the regulations with respect to the reader probably 
did deprive him of full rights of citizenship, but they didn’t have the 
same effect on individual members of the faith. Or there may have 
been taken away from a Catholic priest his full rights of citizenship 
because of some rule or regulation or through the administration of 
that law by people in authority. We all know that the Gestapo, and 
all the Nazi leaders throughout Germany, exercised a great deal of 
authority under color of law. And you may find indiv idual cases of 
persecution, but the statute says that the individual must have been a 
member of a group that was discriminated against by law or decree. 

Now, it is true that the legislative history suggests that this statute 
should be fairly liberally construed. And it was worded in such a 
manner so as not to benefit people who helped Hitler build up his 
great empire and his war potential and then fell out with him. I 
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might use as an example Dr. Schacht, former president of the Reichs- 
bank, who no doubt helped Hitler build up his war potential. He 
subsequently fell out with Hitler and was placed in a concentration 
camp. Certainly, Congress never intended, in my opinion, to give 
Dr. Schacht back any property we seized. And the statute is worded 
“at no time after December 7 enjoyed full rights of citizenship.” The 
result is that those categories of people cannot get back their property, 
and we have hundreds of them. Everybody who took any part in the 
so-called purge of 1944, I believe it was—or putsch I guess they called 
it—on Hitler’s life, many of them had been in the army, had aided 
and abetted Hitler, but they decided that Hitler was no longer good 
for Germany—not that they loved the United States or our allies, 
they were pan-Germans, they were looking after Germany’s interests, 
so they thought it was to the interest of Germany to get rid of Hitler. 
It may have been to the interest of the United States also, but they 
were not thinking about that. 

These people come in and say, “We were persecuted persons. We 
were placed in a concentration camp.” Or, “My husband was killed, 
so therefore we fall under the statute.” 

Senator Henprickson. I dislike to interrupt Mr. Creighton at this 
point because I think we are getting some very valuable information, 
but I must get to the Armed Services Committee. 

Senator Dirksen. Are they ready down there ? 

Senator Henpricxson. Yes. 

Senator Dirksen. May we suspend for about 5 minutes? I must 
go down there too. 

Senator Burier. Shall I continue? 

Senator Dirksen. Yes. 

Senator Burier. (presiding). Mr. Creighton, at that point—and 
this is just informative to me and may not be well-founded at all— 
does a person enjoy, in a legal sense, full rights of citizenship if he 
happens to be a Christian Scientist and a reader has his property taken 
away from him and is punished if he does his job, and if the Catholic 
is prevented from seeing his priest, and that sort of thing? Does he 
enjoy the full rights of citizenship within the meaning of this law? 

Mr. Crercu ton. I am inclined to think he does. 

Senator Burter. You think he does? 

Mr. Creiguron. Senator, I would like to tell you something: The 
German population was divided up into probably 55 million Luther- 
ans and 45 million Catholics. Now, Hitler did not like any religion. 

Certainly, I do not believe you can say that 45 million Catholics 
did not enjoy full rights of citizenship in Germany. Hitler did not 
like Catholicism, he did not like a certain branch of the Lutheran 
Church, but he did not promulgate any laws or decrees affecting them 
and did not persecute those people. 

We had the Lutheran question come before our Office. We turned 
it down. It went before a hearing examiner under our procedure, 
and the hearing examiner turned it down. The statute was so worded 
that 

Mr. Nairn. Mr. Creighton, could you speak a little louder, please ? 

Mr. Creiguton. I will try to. 

Mr. Natrn. I have in mind a particular case concerning which we 
received a letter where a woman claimant who said she was a Catholic 
and was married to a Jew said she had been denied her property under 
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this technicality in the law which required a member to be a member 
of a persecuted race and she claimed to have been married to a Jew, 
and therefore had been persecuted during the entire war inasmuch 
as her husband was persecuted, and yet she falls without the purview 
of that statute; is that correct? 

Mr. Cretcguron. Mr. Nairn, can you give me the name? Before I 
would make that statement, I think I would like to examine into the 
particular case. I don’t know the name of it, but we have 

Mr. Naren. I am not interested in a particular case, 1 want to know 
whether a person under those circumstances would fall within the 

statute. I don’t care whether it was Mamie 

Mr. CreiguHton. I am taking, or I have taken a position as Chief of 
he Claims Branch that any Aryan married to a full-blooded Jew, 
was deprived of full rights of citizenship under Nazi laws, as long as 

they were living in the relationship of husband and wife. That is 
a settled position of our Office. 

Now, when you get down to the Jewish people you have what is 
known as the Mischlinge. In other words, people of part Aryan 
blood and part Jewish blood. Our hearing examiners have decided 
that a Mischlinge—and the laws are quite different with respect to 
the Mischlinge than they are for the full-blooded Jew, they are not 
nearly as stringent—our hearing examiners found that a Mischlinge 
vas entitled to the return of his property, that he came within the 
persecutee provisions of the statute. And I took no appeal from that 
decision. ‘That case also decided that the Aryan spouse of this Misch- 
linge fell within the purview of the statute. But the opinion was a 
little critical of the Claims Branch, probably unjustifiably so, in my 
opinion—I was not Chief of the Claims Branch when the case was 
tried—it said that the Claims Branch, when the case was presented 
to the hearing examiners, merely cited all the facts and all the laws 
and took a neutral position, that the Claims Branch didn’t take a firm 
position as to whether or not the Aryan spouse of a Mischlinge fell 
vithin the purv iew of the persecutee provision. 

We have had that question up again. <A great deal of research has 
been done on it. I am about ready to express my views on it in a 
proper proceeding before the Office, but I don’t think it would be wise 
for me to state any position before this subcommittee with respect to 
. matter which is pending before me. 

Senator Burier. Tell me this, Mr. Creighton; when you vested the 
property under the decrees of the court, did you go into these questions 
at that time ? 

Mr. Creienton. I don’t exactly get your question. 

Senator Burrter. When the Alien Property Custodian Office vested 
the property did they go into these considerations at that time, or did 
they vest all property indiscriminately ¢ 

Mr. Creicuton. Senator Butler, you must recall that most of our 
property was vested—outside of real property and business enter- 
prises and interest in trust and estates—after 1946, or 1945. Most 

of it, I think, after 1946. After the passage of section 32 of the act, 
if we had any information which was available to us and it appeared 
that if we vested the property we would have to return it, we would 
release control of the property and not issue a vesting order. But 
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we did not have the facilities to make investigation at that time to 
ascertain the facts. We had a program to complete, and unless our 
files indicated that these people might fall within the return provi- 
sions of the statute we would vest as a general rule. But if we h: ws 
anything in our files that indicated that the person might fall withi 
the statute, we attempted to make an investigation and did not ous 
a vesting order. We took the position we did not want to take with 
our right hand and give back with our left hand. It would create an 
administrative situation that was not warranted. 

Mr. Naren. Mr. Creighton, is any effort made in the Title Claims 
Section to handle the first claims filed first in chronological order or 
are they handled in accordance with pressures and efforts of the indi- 
vidual prosec ‘uting their claims? 

Mr. Crerenron. Well, our rules of procedure provide that as nearly 
as practicable claims shall be considered in the order in which they 
are filed. And that, I understand, has been a policy of the Claims 
Branch since its organization. 

The situation has arisen, however, where that rule has not been 
followed. After France established a stable government and the 
Marshall plan was put into effect, pressures were brought to bear upon 
us—and when I say pressures I don’t mean unwarranted pressures, | 
mean suggestions were made to us by the State Department that we 
should try to return some French property, that we pick out some of 
the large French cases in order to get the cash and the amount of 
money that we held back to French nationals. And so we proceeded 
to process a great number of French claims—I don’t know how many- 
out of order. 

After the amendment to the statute in 1947, when Italians were 
brought within the purview of section 32, the State Department 
requested that we try to give preference to Italian nationals, and we 
processed a great many Italian cases out of order. 

We have always had what are known as hardship cases. It is hard 
to define what a hardship case is. Someone would come in and tell 
us that a person was about to die, or that he was old and needed medi- 
cal attention and didn’t have any funds. We might take such a case 
out of order. 

I want to say to you quite frankly that early in this game of alien 
property, espec ially during World War II, when I was in the Estates 
and Trust Branch, and more so after I got into the Claims Branch, 
when people would come in to talk to me, I had a set phrase which I 
used, and that was that if I wanted to stay out of jail I would have 
to operate my office through my brain and not through my heart. 
And I have attempted to do that. 

Mr. Ulman has refreshed my recollection that we have attempted 
to give preference to claims of American citizens. We are speaking 
now of title claims, not of debt claims. I am afraid that there was a 
time in the Claims Branch where a more or less understanding or 
directive was out that if a member of the Senate or House expressed an 
interest in a matter, that is a real interest in it, that we should take 
that case out of order. That has been my practice since I was made 
Chief of the Claims Branch because I was of the view that the 
Congressman or the Senator did not expect that to be done except in 
extreme cases where he made the same representations that we would 
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rogaine of an individual. I did not consider that as pressure. Pres- 
ure can be defined any way you want to define it. Some things are 
pressure to one person that are not pressure to another. 

Mr. Natrn. You had a problem with dual nationality, too, and I 
think that it might be a good idea for you to outline that for the 
purposes of the record. 

Mr. CreicutTon. Well, there were a great number of American 
women—~I say a great many, I don’t know just how many—who had 

narried Germans or people in the enemy countries prior to the Cable 
Act , and a great number who had married such people subsequent to 
the Cable ..ct of 1922. Those people who had married Germans or 
foreign nationals prior to the Cable Act of 1922 lost their American 

‘itizenship by marriage and acquired the citizenship of the husband. 
Those who married after 1922 did not lose their American citizen- 
ship but could retain it. 

But under the laws of Germany and other foreign governments, 
practically all of them, under the laws of that country acquired the 
citizenship of their husband. 

Section 32 provided that we could return property to American 
citizens. It provided that American citizens should not be barred 
as voluntary residents of enemy countries. The question arose as to 
whether or not those persons who had dual nationality could receive 
a return of their property under this statute. A case went to the 
Director, who ruled that since they also had German citizenship they 
were not eligible to recover under the statute as it then read. An 
amendment was passed in September 1949 that provided that these 
people, these dual nationals, should be entitled to a return of their 
property if they had reacquired American citizenship since their mar- 
riage or had retained it after their marriage. But it also provided 
that we should only return under this statute not over $5 million und 
that these claims should be considered in the order in which they 
were led. That placed a great administrative burden upon the Office. 

Senator Dirksen (presiding). Why was that money limitation 
inserted ? 

Mr. CreicHron. Senator, I have never been able to find any logical 
reason for it. From hearsay evidence, it was inserted because of the 
War Claims Commission and the War Claims Act. Someone insisted 
that there be some limitation upon the amount which we should return. 
That limitation was opposed by our Office, but Congress saw fit to put 
itin. A great number of these cases of dual nationals covered interests 
in trusts and estates. They may have been life interests or they may 
have been remainder interests. ‘So, when we started in to compute the 
value on which we were going to return we had to get an actuarial 
value. What is the interest that we are returning to this person? 
And the law further provided that we should make a report to Con- 
gress each year. 

The result was that it created complications, and we couldn’t act on 
it. We would have to set aside a reserve for particular claims on the 
basis of actuarial value, or it may have been that we had not been 
able to get actuarial values because we had to hire somebody to do it. 
The result was we did not progress very far in processing these dual 
national cases. When a claim was all ready to be allowed we had to 
see whether or not we would exceed the $5 million limitation if we 
allowed it. 
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We proposed that that limitation be removed, and several bills were 
introduced in Congress to remove it, and the limitation was removed 
in June of 1952. This amendment placed a valuation—if I may, I 
will read the statute. It is Public Law 378 of the 82d Congress, Senate 
Resolution 302. It says: 

The third proviso in subdivision (O) of paragraph (2) of section 32 (a) 
of the Trading With the Enemy Act, as amended, is amended to read as follows: 
“And provided further, That the aggregate book value of returns made pursuant 
to the foregoing proviso shall not exceed $9 million; and any return under such 
proviso may be made if the book value of any such return, taken together with 
the aggregate book value of returns already made under such proviso does not 
exceed $9 million; and for the purpose of this proviso the term ‘book value’ 
means the value as of the time of vesting, entered on the books of the Alien 
Property Custodian for the purpose of acting for the property or interest 
involved.” 

We op posed that limitation, but finally we were told unless we would 
accept some limitation “You will never get anything through this 
Congress.” We accepted the limitation and we think with this limita- 
tion and this def a of book value that we will be able to clean 
up the dual national cases. I have not been able to clean them up 
yet. I think that I a approximately 90 of them still pending. 

Senator Dirksen. Let me ask one or two other questions. Have you 
made a division of these title claims as between nationalities, Ru- 
manian, Bulgarian, Japanese, Austrian, German? Are they mainly 
German claims? 

Mr. CreigutTon. They are mainly German and Japanese claims, and 
Austrian claims. You will recall that Austria was considered by our 
State Department, for the purpose of this legislation, as an occupied 
country and not asa part of Germany. 

Senator Dirksen. Yes. I presume the number of Rumanian and 

sulgarian ¢ ingen probably very small. 

Mr. Creicuron. They are probably very small. We vested very 
little Rumanian and Bulgarian and Hungarian property. But we 
are making no returns to people in countries behind the Iron Curtain 
at this time. 

Senator Dirksen. The other day you said it looked as if vesting 
would come to an end. Would it be desirable to amend the law and 
give it a date to make sure it comes to an end ? 

Mr. Creicuron. That is a question which, I think, requires the 
consideration of people in a much higher policy position than I am 
in, as well as by Congress, because I think tied up with whether 
vesting comes to an end is the internation: al, the foreign affairs policy 
of this Government. And I think that the question of whether or 
not we should cease vesting is a question that ought to be determined 
by people who know all the factors, and what is involved in our for- 
eign affairs at this time, which I am not kept informed about. 

Senator Dirksen. Let me ask you: Can we very well justify vesting 
of Japanese property in view of the fact—— 

Mr. CreicHTon. We are not vesting any more Japanese property, 
Senator. We decided after the time that the peace treaty with 
Japan was signed that there was so little Japanese property remain- 
ing in this country subject to vesting that we should no longer vest 
it, and the State Department advised us in their view we should not 
vest. 
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Senator Dirksen. Since we are trying to engender and build up 
good will in the world, from that standpoint is it desirable and ad- 
visable to continue vesting ? 

Mr. CreicuTon. Senator, as I say, if good will was the only thing 
that was left in the picture, maybe not, but I say there may be many 
other factors and negotiations going on with Germany or with our 
allied governments, and things of that sort, that might put a differ- 
ent complexion on the picture, And I am not kept “informed of all 
the negotiations that are being conducted by our State Department, 

r theExecutive, or being discussed with the committees of the Con- 
oress on foreign affairs. 

Senator Dirxsen. One other question that occurs to me is: Was 
it not the theory of the first Trading With the Enemy Act in the 
World War I days that we exercised custodianship over the property 
as distinguished from seizure? Is that a correct distinction? 

Mr. CreiaHron. Senator, I would say that when the original act 
was passed on October 6, 1917, it was drafted and considered as an 

ct of sequestration rather than of confiscation. If my memory serves 

e right, in November 1918, certain amendments were added to the 

t, and as a result of those amendments, the Supreme Court of the 
United States declared—and I believe the first time they so held was 

what was known as the Chemical Foundation case—that the act was 
in act of confiscation, and by our taking of the property the enemy 
was et ived of all right, title, and interest of any nature or kind in it. 

" ew there was always a feeling—this is history I am talking 
bout—there was a feeling held by many Congressmen that they never 
ntended the act to be one of confiscation. If you will read the Senate 

port, when the Settlement of War Claims Act of 1928 was passed— 
ind I think I am correct in that—I believe Senator Reed was chairman 
of the Subcommittee of Finance of the Senate, he stated in that 
report that it was never the intention of Congress that the property 
be confiscated but that it was an act of sequestration. However, the 
Supreme Court held to the contrary. That is the basis for some of 
my statements. 

Senator Butier. That being so, then Congress, in its wisdom, could 
pass any sort of statute, give the property back to anybody it wants 
to give it, and close these cases rapidly. 

Mr. Creicuton. Every nickel’s worth of property which has been 
vested is held subject to such disposition as Congress may make 
thereof. 

Senator Butter. In other words, the title in the United States is 
absolute, and Congress, in its wisdom, can give the property back 
to whomsoever it will? 

Mr. Creteuton. Yes, sir. Now, then, I want to point out, how- 
ever, that Congress, the 80th Congress, enacted the War Claims 
Act of 1948, by which they amended the Trading With the Enemy 
Act by adding thereto section 39, which provided that no property of 
Germany or Japan or a national of either country should be returned 
except as provided for by section 32 of the act. 

Of course, I realize that a subsequent Congress can change that 
without any trouble, if, in its wisdom, it desires to do so. 

The War Claims Act of 1948 also provided that the funds which 
we held after we had completed administration thereof, under the 
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Trading With the Enemy Act, should be covered into the Treasury 
of the United States, and should be held by the Treasurer of the 
United States in a special account for the payment of claims allowed 
by the War Claims Commission which was set up under the War 
Claims Act. So that insofar as our Office is concerned, the funds pres- 
ently held have been dedicated, all the funds that are not returnable 
under the present law, and we have to administer the act with that 
in view. 

Senator Dirksen. One question about duress. The McCarran- 
Walter Immigration Act, as I recall, recognizes that a person may 
have been a member of an organization that is an enemy to us on the 
ground that he could not help himself, that there was a type of duress 
abroad that almost brought him within that orbit. And, of course, 
that is susceptible of, and must have been admitted as, proof. Was 
a similar condition taken into account in your des alings with some of 
this property on these title claims? 

Mr. Creicuron. I would say that practically every person who is 
found by us to have been a member of the Nazi Party says that he was 
forced into the Nazi Party or that his wife signed him up, or that 
he did it for business reasons. And they are not able to show duress. 
They were in business, they were opportunists. They thought if they 
joined the Nazi Party it would help them in their business, that they 
would have less trouble. 

[ have taken the position, generally speaking, that any person who 
was a member of the Nazi “Party and was a dues-paying member 
helped build up the Nazi Party and supported the ideologies of the 
Nazi Party, and that therefore it is not within the interest of the 
United States to return property to that type of individual. 

I have had people argue with me on that question. They say: 
“Well, this man was an opportunist. He didn’t know how the war 
was going togo. He wanted to be able to jump whichever way was to 
his benefit.” Well, to me, I just cannot see any merit to that type of 
a case. I think that your principles must be higher than that. 

I want to also say this, Senator: I realize it is terribly hard for a 
person sitting in a chair in Washington to set down a rule of conduct 
for a man 3,000 miles away under conditions that existed in Germany 
at that time. But it is one of the things that you have to do when you 
attempt to administer an act of this sort. I don’t like it, but it is there 
and you have to take a position. 

Senator Dirksen. Do you have any so-called refugees on your 
staff in the Claims Section ? 

Mr. Creitauton. Yes, sir, I am sure we do, sir. 

Senator Dirksen. Could you give us a file on them ? 

Mr. Cretenton. A file on the refugees? 

Senator Dirksen. Well, at least give us backgrounds on them. 

Mr. CretcuTon. I am sure that we have some. 

Senator Dirksen. How many have you? 

Mr. Cretcuton. I don’t know how many I have in the Claims 
Branch. 

Senator Dirksen. I wish you would file a complete statement. 

Mr. CretcHtTon. Would you tell me what you mean by refugees as 
such ? 

Senator Dirksen. Somebody who came from abroad and—— 
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Mr. Cretenton. Came from abroad after the Hitler regime started 
program of persecution ? 
Senator Dirksen. Yes. Then they had to take citizenship in this 
ountry. I suppose they are citizens? 
Mr. Cretcuton. Yes, sir; I am sure that is a fact. And I want to 
y to you that some of the ablest people that I have on my staff are 
what I would say were refugees. I have one or two who were judges 
Germany. They have come over here and they have gone to 
iools in the United States. They have been admitted to the Ameri- 
in bar, and they are among the ablest attorneys I have. They are 
very able and necessary to my operation when it comes down to ‘find- 
¢ out what are the laws of Germany. 
Senator Dirksen. Give us an expanded statement on each one of 
hose for the record. 
Now, then, before we get away from title claims, we just scurried 
over—— 
Mr. Creiguton. Pardon me for interrupting, Senator. 
Senator Dirksen. That is quite all right. 
Mr. Creteuton. I understand all you are asking me to give you are 
the so-called refugees who are on the staff of the Claims Branch. 
Senator Dirksen. Yes. Well, we want to find out from the other 
branches, too. 
Mr. Cretcuton. Do you want me to convey to the Deputy Director 
that you have requested that I convey to him that a complete list of 
all such persons be furnished to the committee ? 
Senator Dirxsen. That is right. 
(The information referred to is as follows:) 


EpitH Hepwia LOWENSTEIN 


Born May 12, 1910, Cologne, Germany; educated, Germany, receiving doctor 
of laws degree from University of Heidelberg, 1933. 

Emigrated to United States, 1984; naturalized September 15, 1939; doctor of 
jurisprudence, University of Chicago, 1939; admitted Illinois Bar, 1939; attor- 
ney, Department of Justice, November 1, 1939, grade P-—1, $2,100; present grade 
GS-12, $7,640; resigned effective March 6, 1953, to accept private employment. 


Kurt FRANK KorFr 


torn November 18, 1909, Gelsenkirchen, Westfalia, Germany; doctor of laws, 
University of Freiburg, 1934; writer on legal and economic subjects, 1934-37. 

Emigrated to United States, 1937; naturalized April 9, 1943; member United 
States Army November 1942-July 1947; rank upon separation, first lieutenant ; 
10 percent disability; LL. B. Fordham University, 1946; admitted New York 
Bar, 1947; attorney, Office of Alien Property January 12, 1948. Grade P+, 
$4,902; present grade GS-12, $7,440. 


Aso HosIoskY 


Born May 31, 1908, Libau, Latvia; studied law University of Berlin, receiving 
law degree 1925; practiced law 1925-29; assistant judge 1929-33; law faculty 
University of Berlin 1929-33; author of legal text; removed from office by Nazis 
1938; legal adviser to real estate firm in Berlin 1933-38. 

Emigrated to United States 1938 ; naturalized March 15, 1944; LL. B. Columbia 
Universiay 1947; admitted New York Bar 1948; attorney, Office of Alien Prop- 
erty, March 1, 1948, grade P-3, $4,149.60; present grade GS-12 $7,040. 


HELEN SILVING 


Born March 8, 1906, Krakow, Poland; educated University of Vienna, doctor 
of political science 1929, doctor of jurisprudence 1936. 
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Emigrated to United States 1939; naturalized 1944; LL. B. Columbia Uni- 
versity 1944; admitted New York Bar 1944; private practice 1944-45; Mudge, 
Stern, Williams & Tucker, New York City; self, 1946-48; author several law 
review articles; attorney, Office of Alien Property, March 1, 1948, grade P-4, 
$4,902: present grade GS-12, $7,040. 


RIcHARD EMI NEWKIRK 


Born July 17, 1892, Frankfurt-am-Main, Germany; educated Germany, study- 
ing law at Universities of Berlin, Heidelberg, and Frankfurt; received doctor 
of laws degree University of Frankfurt 1927; junior judge 1922; German Goy- 
ernment attorney 1922-24; junior judge 1924-27; permanent judge 1927 (life- 
time appointment) ; removed from office by Nazis 1933. 

Emigrated to United States 1936; naturalized June 1941; LL. B. Y. M. C. A. 
Law School, Cincinnati, Ohio; admitted Ohio Bar 1942; attorney, Office of Price 
Administration, grade P-1, $2,000, June 1942; attorney Office of Alien Property 
Custodian, grade P-3, $3,200, June 1943; present grade GS-13, $8,360. 


Victor B. BARRETT 


Born June 24, 1908, Vienna, Austria; studied law, University of Vienna, 1927 
32, received degree of doctor of laws; lawyer, Vienna, 1933-38; resided in Eng- 
land, 198940: emigrated to United States, March 4, 1940; naturalized American 
citizen, June 7, 1943; occasionally employed, 1940-41; sales clerk, retail clothing, 
1941-42; military service, United States Army, interpreter and special agent, 
Counter Intelligence Corps, 1948-47; instructor of German, United States Army, 
1947-48: employed by Office of Alien Property, Munich, investigator, CAF-7, 
$3,727.20, September 30, 1948; present grade, GS-9, $5,185. 


CHARLOTTE C, BERNHARDT 


Born June 25, 1907, Berlin, Germany; studied law at Universities of Berlin, 
Hamburg, and Freiburg, 1926-30, receiving degree of doctor of jurisprudence, 
1932; lawyer and junior judge, Berlin, 1980-33, receiving degree of doctor of 
law, 1932; disbarred by Nazi regime, 1933; lawyer’s assistant and translator 
for radio magazine, 1933-38. 

Emigrated to United States, August 10, 1938; naturalized American citizen, 
March 23, 1944; office clerk, Morgan’s Furniture Co., 1939; secretary, Seligman & 
Co., 1989-41; secretary, Kane Import Corp., 1941-42; payroll clerk, shoe factory, 
1942-43; secretarial assistant, 1948; research assistant and secretary, Cornell 
Law School, 1943-48; studied law, Cornell University, receiving M. A. degree, 
1947 ; employed by Office of Alien Property, translator analyst, CAF-7, $3,727.20, 
November 3, 1948; present grade, GS-7, $4,705. 


ERNEST S. CARSTEN 


Born December 7, 1907, Berlin, Germany ; studied law, Universities of Freiburg 
and Berlin, 1926-30, receiving degree of doctor of laws; engaged in legal work, 
1930-33, in Germany; accountant, translator, and proofreader, Italy, 1934-38; 
emigrated to United States (date unknown), 1940; naturalized American citizen, 
1948; shipping clerk, Strauss Bros., New York, 1942; military service, United 
States Army (interrogator), 1943-45; employed by Office of Alien Property 
Custodian, November 5, 1945, CAF-—T7, $2,980 (translator-analyst) ; transferred 
to Berlin, Germany, April 1, 1946; transferred to Washington, D. C., April 20, 
1947: studied law, Georgetown University Law School, 1947-51, receiving 
LL. B. degree; admitted to District of Columbia Bar, November 5, 1951; present 
grade, GS-9, trial attorney (preparer-general), $5,185. 


GrorceE HERMANN ELKAN 


Born April 8, 1895, Berlin, Germany; studied at Universities of Berlin and 
Wuerzburg, 1918-21: received degree dr. rer. pol.; assistant manager public 
relations department, Darmstaedter & National Bank, Berlin, 1921-24; financial 
editor, reporter, news service (stock exchange), Berlin, 1924-35; emigrated to 
United States 1935; naturalized American citizen, November 13, 1944; salesman, 
N. S. Low & Co., Inc., New York, 1937; salesman L. J. Jones, Inc., 1937-38 ; owner, 
Elkan Surgical Supply Co., 1938-46; employed by Department of Justice, Claims 
Division, Alien Property Section, April 4, 1946; transferred to Office of Alien 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 179 


property, May 1, 1947; transferred to Berlin staff, September 12 ,1947; appoint- 

ment terminated, reduction in force (salary and grade GS—11, $6,340), Septem- 

ber 30, 1952. Presently employed as consultant under 5 U. 8S. C., sec. 55 (a), at 
rate of $27 per day. 


WALTHER W. GUENTHER 


Born May 23, 1902, Goerlitz, Germany; studied law, University of Breslau, 
1921-27, receiving degree of doctor of Roman and German law, 1927; banking 
clerk, Allgemeine Deutsche Credit Anstalt, Leipzig, 1922-25; referendar (judges’ 
assistant), Ministry of Justice, Berlin, 1927-39; junior judge, Berlin, 1980-34; 
German Exchange Research Fellow, Harvard University, 1931-32, receiving 
degree of doctor of jurisprudence ; emigrated to United States, 1935; naturalized 
American citizen, November 30, 1942; instructor, Catholic University of America, 
1935-88; studied law, Georgetown University Law School, 1986-88; studied law, 
Columbia University Law School, 1938-40, receiving degree of LL. B., 1940; 
office manager, Van Riemsdyck, D. J., 1941-42; legal assistant, law firm, 1943-44; 

itary service, United States Army, 1942-43; employed by Office of Alien 
Property Custodian, grade P—4, $3,800, November 27, 1944; transferred to Berlin, 
Germany, April 23, 1946; transferred to Washington, D. C., June 30, 1947; present 
grade GS-13, trial attorney (general), $9,160. 


SIDNEY BERNARD JACOBY 


Born December 7, 1908, Berlin, Germany; studied law, Universities of Heidel 
berg and Berlin, 1927-30, receiving referendar, magna cum laude, doctor of junior 
cum laude; teaching associate, Berlin Law School, and research assistant in inter- 
national law, 1930-33; emigrated to United States, 1933; naturalized American 
citizen, June 19, 1939; research assistant, Yale University Law School, 1934-35; 
employed by law firm, 1936; research assistant, Yale Institute of International 
Studies, 1986-37; research assistant, Institute of Educational Research, Colum- 
bia University, 1987-39; attorney, Railroad Retirement Board, 1940—45; attorney 
on staff of American prosecutors of war crimes, Nuremberg, 1945-46; senior 
attorney, Department of Interior, 1945-47 ; employed by Office of Alien Property, 
attorney, P—5, $6,144.60, Berlin staff, July 28, 1947; transferred to Washington, 
D. C., March 21, 1948; present grade GS-14, chief trial attorney, $9,800; ad- 
mitted to New York Bar, 1940. 


Ernst A. JAFFRAY 


torn February 10, 1914, Berlin-Charlottenburg, Germany; received German 
degree of abitur from Kaiser Friedrich Reform Real Gymnasium, Berlin, em- 
ployed by Victoria zu Berlin Insurance Co., 1933-38; emigrated to United States 
because of disagreement with Nazi principles, September 15, 1938; naturalized 
American citizen, January 6, 1944; studied English, Extension Center, University 
of Georgia; studied law, Atlanta Law School, receiving LL. B. degree, 1942; ad- 
mitted to Georgia Bar and Supreme Court of Georgia, 1942; insurance salesman, 
Haas & Dodd Insurance, 1939-40; Penn Mutual Life Insurance Co., 1940-41; 
sales, service, sales statistics, Ediphone Co., 1941; bookkeeper, Standard Hat Co. ; 
decorator, department store, 1942; military service, United States Army, Intelli- 
gence, 1948-46; Chief of Operations, United States Army Counter Intelligence 
Corps, Heidelberg, 1946-47; employed by Office of Alien Property, Berlin, at- 
torney, P-2, $3,397.20, February 11, 1948; present grade, GS-11, attorney-ad- 
viser, $6,540. 

HERMINE HERTA-MEYER 


3orn February 8, 1904, Soldau, East Prussia, Germany; studied law, Uni 
versity of Berlin, 1930-33, University of Zurich, 1933-37, University of Chicago, 
1938-39, and New York University, 1940-43, receiving degree of doctor utriusque, 
juris, 1937, and LL. B., 1943; author of thesis published 1937. 

Assistant to director, Bureau fur Sosialpolitik, Berlin, 1927-30; private secre- 
tary to banker, Zurich, 1934-37; emigrated to United States December 1937; 
naturalized American citizen, January 31, 1944; temporary position, neighbor- 
hood house, New York, 1939; associate director, West Side Day Nursery, 1940-44; 
administrative assistant, Federal Security Agency, 1944; passed New York Bar 
examination October 1943; employed by Department of Justice, War Division, 
Alien Property Unit, attorney, P-2, $2,600, January 16, 1945; transferred to 
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Office of Alien Property, April 30, 1947; transferred to Berlin, Germany, Sep- 
tember 12, 1947; transferred to Washington, D. C., November 13, 1948; present 
grade, GS-12, trial attorney (general), $7,040. 


M. MAGDALENA ScHOcH 


Born February 15, 1897, Wurzburg, Germany; studied at Universities of 
Wurzburg and Munich, Germany, 1916-20, receiving degree of doctor of laws; 
research assistant and lecturer, University of Hamburg, 1920-32; associate 
professor, University of Hamburg, 1932-37; student on Rockefeller Fellowship 
in Universities of Yale, Pennsylvania, Wisconsin, Berkeley, Harvard, et al. 
1934-35; emigrated to United States October 23, 1937; naturalized American 
citizen August 2, 1943; faculty assistant, comparative and international law, 
Harvard Law School, 1938-48; senior consultant, Office of Economic Warfare, 
1943-44; Foreign Affairs Economist, Office of Economic Warfare, 1944-45; Chief, 
Department of Publications, Acting Chief, Department of Instruction, Practicing 
Law Institute, New York, 1945-46; research associate with counsel to Com 
mittee on World Travel, 1946; author of numerous publications relative to 
international law, conflict of laws, comparative law; employed by Department 
of Justice, Claims Division, Alien Property Section, foreign law expert, P-5, 
$5,180, August 30, 1946; transferred to Office of Alien Property, May 1, 1947; 
admitted to District of Columbia Bar, December 9, 1947; present grade, GS-13, 
attorney-adviser (foreign law), $8,560. 


HANs STRAUSS 


Born August 23, 1902, Kaiserslautern, Palatinate, Germany; studied law 
Universities of Marburg, Hamburg, Berlin, Frankfort, Wuerzburg, and Cologne, 
receiving degree of doctor of laws, 1925; passed German (Prussian) bar 
examination; State attorney, Cologne and Aachen, 1925-28; practiced law, 1928- 
338; disbarred by Nazi regime, 1933: organization and management work with 
R. Appelrath Cuepper GmbH, Gelsenkirchen, 1933-38. 

Emigrated to United States, 1938; factory and foundry work with Standard 
Rolling Mill, 1938-39; student, Rochdale Institute, 1940; research and field 
associate, Edward A. Filene Good Will Fund and Consumer Distribution Corp., 
1940-42; consultant and manager, Cooperative Distributors, 1942-48; business 
manager and consultant, Island Workshop Press, 1942-45; naturalized American 
citizen, July 27, 1944; self-employed consultant and accountant, 1945-46; em- 
ployed by Office of Alien Property, foreign law expert, April 1, 1946; grade 
P-—5, $5,180; transferred to Frankfurt, Germany, September 12, 1947; reassigned 
to legal assistant, grade GS-12, $6,800, May 28, 1950; appointment terminated, 
reduction-in-force, September 30, 1952, grade GS-12, $7,640. Presently employed 
as consultant under 5 U.S. C., sec. 55 (a), at the rate of $32 per day. 


JULIUS WILDSTOSSER 


Born September 26, 1896, Delmenhorst, Germany; studied law Universities of 
Leipzig, Frankfort, and Giessen, receiving doctor of laws degree 1921; studied 
languages (French and English), public administration, and economics; lawyer 
and judge in Germany, 1925-35; refugee from Nazi persecution in London, 
England, 1939-40. 

Naturalized American citizen, August 7, 1945; instructor in German, Berlitz 
School of Foreign Languages, 1943-45; substitute instructor in German, District 
of Columbia public schools, and auditor, American National Red Cross, 1946; 
instructor in German, United Nations Club and University of Maryland, 1946-48; 
employed by Office of Alien Property, October 25, 1948, grade CAF-7, translator- 
analyst, $3,727.20; present grade GS-7, $4,705. 

Senator Dirksen. Now, we glossed over the patent situation the 
other day. I wish we had a little more testimony on what that whole 
picture is at the present time. We may want to dig at it a little more, 
but at least you can enlighten us some. 

Mr. Creteuton. Senator, I do not know whether I can enlighten you 
much on the patent situation or not. I have not been concerned with 
the patent picture as such. 

Senaor Dirxsen. Is that in Property Management? 
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Mr. Creicuton. That is in Property Management. 

Senator DmxseEn. Then we do not want to ask you about it. 

Mr. Creienton. We have some claims for the return of patents 
and patent contracts which involve quite complicated questions. As 
you know, after section 32 was enacted, the President, as I think Mr. 
‘Myron referred to in his statement, issued a letter in May of 1946 in 
which he required that we consult with the Antitrust Division and 
other agencies of the Government on national interest questions. So, 
in all of these claims involving patent contracts we have to consult 
with the Antitrust Division to ascertain whether or not the particular 
contract is violative of the antitrust policies of the United States 
Government. If the Antitrust Division advises us that the contract 
is violative or contrary to antitrust policies, then before we make a 
return we have those contracts modified and get certain assurances 
which are acceptable to the Antitrust Division. 

As a result of that policy we returned a patent relating to insulin 
that threw insulin open to practically every manufacturer in the 
United States, and in the aluminum field we have thrown some alu- 
minum patents open and gotten rid of some very bad situations from 
the viewpoint of antitrust policy. 

Senator Dirxsen. Of course, in your case, I was thinking mainly 
of a title claim to a patent, and for the restoration of a patent and 
all the rights that go with it. 

Mr. Creiarton. In that case, if there is no antitrust policy involved 
and the person is entitled to the patent, is eligible to receive the 
patent under section 32, we return the patent and give him his assign- 
ment. We do not have any complications with respect to patent cases 
except where there are patent contracts involved. 

Senator Dirksen. How many of these pending claims would you 
say related to patents, as a guess? 

Mr. CreicuTon. All I have here is the predecessor subcommittee 
report, in which they say that there are 1,242 unvalued patent title 
claims pending. We are making an effort to clean up the Norwegian 
patents, and these small patent cases. 

Senator Dirksen. What would be necessary in your judgment to 
expedite the disposition of these title claims relating to patents? 

Mr. Cretoutron. Well, I don’t know that we need anything, Sena 
tor, to do it. I mean, I don’t know of any special problem involved. 
There is one thing that delays us in processing any claim and that is 
that under our procedures and in order to assist us and so that we 
will not be required to make investigations abroad, we have worked 
out what is known as a certification procedure with foreign covern- 
ments, namely, that they will certify that to the best of their knowl- 
edge and belief, and based upon the information available to them, 
the individual claimant was a citizen of that country, was a resident of 
that country, was the owner of the property claimed, and did not col- 
laborate with the enemy during the period of the war. 

Mr. Ulman has just called to my attention that a number of these 
cases which are described as unvalued patent claims probably are 
claims filed by American licensees of German patents. I have for- 
gotten the exact date, but early in 1943 or 1944 the Custodian issued 
a press release in which he pointed out to all American licensees that 
he would not construe his vesting order taking title to the patent 
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as having acquired the interest of the American licensee in the 
patents. 

Now then, I have made a drive just recently—and a great number 
of these American licensees’ claims were early claims—to try to clean 
those up. We have pointed out to the claimants this press release. 
As a result we are getting many withdrawals of those claims and they 
no longer appear on our books as pending claims. They were in the 
first 10,000 claims that were filed. Because of the press release these 
claims have rarely been pushed. But under our procedures we don’t 
have the right to wipe these claims off our books. We have to give 
the man a right to a hearing if he wants it. So we have been writing 
to them explaining the situation to them and asking them to withdraw 
the claim. And a great number of them are withdrawing at this time. 

Senator Dirksen. You might go into the debt claims now. 

Mr. Nairn. In the Debt Claims Section, Mr. Creighton, how many 
claims have been filed ? 

Mr. CretcuTon. There have been filed 47,161 debt claims. 

Mr. Narrn. How many have been disposed of to date? 

Mr. Creienton. 4,225. 

Mr. Narrn. How many different cases do these claims represent, 
that is, in a group against a single estate? 

Mr. CretcHton. You mean against how many different estates have 
the claims that have been disposed of 

Mr. Natrn. Well, in both Sections, how many claims which have 
been disposed of were claims against a single estate? That is, if there 
were 10,000 claims, were they against 10 estates or 10,000 estates? 

Mr. Creienton. Will you bear with me just a moment on that, 
please ? 

As of October 31, 1952, 4,725 debt claims have been filed in respect 
to 3,307 debtors. As of that date, 668 claims have been allowed in 
respect. of 834 debtors. And with respect to 779 of these 834 debtors, 
all of the outstanding claims have been disposed of. One hundred 
fourteen debtors account for 89 percent of the debt claims pending 
as of that time. Twenty-five of these debtors account—yes, 114 
debtors account for—89 percent of the claims are against 114 debtors’ 
accounts. Twenty-five of these debtors’ accounts represent 82.5 per- 
cent of the claims, and 11 debtors’ accounts represent 80 percent of 
such claims. Five hundred or more debt claims have been filed with 
respect to each of these 11 debtors, or a total of 32,668 debt claims of 
the 43,017 pending debt claims. 

Senator Dirksen. Now, have you a list of the 11 there? 

Mr. Cretenton. Yes, sir. 

Senator Dirksen. I wonder if you would read those into the record. 

Mr. Creicuron. Yes, sir. Starting with the Yokohama Specie 
Bank, with 9,000 claims filed against that account, we have cash in 
that account of $9 million. The claims amount to $49 million. Now, 
of these 9,000 claims 8,500 of them are based upon obligations payable 
in yen, and payable in Japan. 

The Sumitoma Bank—— 

Senator Dirxsen. Let us explore this No. 1 now. 

Mr. CretcHron. You want to—— 

Senator Dirksen. Yes, we want to know a little more about the 
nature of it and what we do about disposing of 9000 claims. 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 183 


Mr. Cretenton. As I say, 8,500 of those claims represent yen cer- 
tificates of deposit claims. 

Senator Dirksen. Are they all certificates of deposit ? 

Mr. CreigHton. 8,500 of the 9,000. 

Now, then, the claimants in those yen certificates of deposit claims 
are people who went into the Yokohama Specie Bank, its branch in 

California, and bought yen certificates of deposit. They received a 
certifi ate which, on its face, shows that they were making a deposit 

nthe Yokohama Specie Bank in Japan, and that the deposit is pay- 
b le only in Japan. 

Senator Dirksen. Regulated under the banking laws of California? 

Mr. CretcuTon. No, I think they considered this as doing business 
in or dealing in foreign exchange. But in my opinion they were not 
obligations of the branch of the Yokohama Specie Bank in California, 
they were direct obligations of the head office in Japan, and the 
certificate so states on its face. 

Mr. Narrn. Then, an owner of that certificate could not take it to 
the branch in San Francisco and demand payment in dollars after he 
had purchased the certificate ¢ 

Mr. Cretenton. As I understand the practice, if an owner of this 
certificate went to the Yokohama Specie Bank in California and said, 

“T want to withdraw my yen,” I think the bank in California had the 
right to repurchase it for the benefit of the home bank under some 

arrangements they had, but it was purely voluntary. There was noth- 
ing which gave the depositor the right to demand from the bank in 
California any amount for this certificate whatsoever. 

Mr. Narrn. Do you know when the last time that bank repurchased 
one of these yen certificates was ? 

Mr. Creicuron. I do not, sir. 

Senator Dirksen. What was the nationality and citizenship of most 
of these 9.000 holders of certificates ¢ 

Mr. CretoHron. They were generally Japanese residents in the 

Inited States. 

Senator Dirksen. Residents of the United States? 

Mr. CreianTon. Some of them were citizens of the United States. 

Senator Dirksen. You say there are $9 million now in this asset 
account ¢ 

Mr. Crerenton. That is right. 

Senator Dirksen. What else can go into the asset account ? 

Mr. Cretcuton. I don’t know whether we have absolutely completed 
the liquidation of the branches of the Yokohama Specie Bank or not. 
There may be some. I was just informed by Mr. Schlezinger, who is 
the head of the Legal and Legislative Section of our Office and who is 
in charge of the liquidation of the banks insofar as our Office is 
concerned, that he estimates that there may be another $6 million that 
may come into this account later on. 

Senator Dmxsen. From what source and when ? 

Mr. CretcHron. From the result of the liquidation of the branches 
of the bank, in New York and in California, and wherever they may be. 

Senator Dirksen. What is the status of that liquidation ? 

Mr. Creicuton. I am not competent to discuss that? 

Senator Dirksen. Do you know, Mr. Schlezinger ? 

Mr. ScHinzincer. Mr. Dirksen, the banks are being liquidated by 
State officials, in the State of California by the State superintendent 
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of banks, and in the case of New York by the State superintendent of 
banks in the State of New York. Most of the money is in those 
two States. 

Senator Dirksen. Just two branches? 

Mr. Scuxiezincer. In New York there was what was called the New 
York Agency of the Yokohama Specie Bank. There may have been, 
I believe there were branches in both Los Angeles and San Francisco 
in the State of California. There were also branches in Honolulu 
and Seattle, but those are completely liquidated. Liquidation is well 
along in both New York and California. However, there is litigation 
in both States, certain litigated claims, and the super intendents have 
set up reserves covering the face value of the claims. You see, the 
superintendents, in liquidating these branches within their States, 
pay off so-called domestic creditors, creditors of the State branch, and 
these reserves are in a substantial amount of money because some of the 
litigated claims are quite large. What we do from time to time as 
money gets freed is to issue a turnover directive to the State superin- 
tendent who goes to the State court. This is under the jurisdiction of 
the State courts. And upon approval by the State court the superin- 
tendent turns over the sum of money specified in our turnover directive. 
We work that out ourselves amicably in conjunction with the State 
superintendent whenever it appears that there are certain amounts 
of excess proceeds that he no longer needs. From time to time we will 
get out of New York, say, $2 million in excess proceeds. What we have 
actually vested in the case of the banks in New York and California 
are the excess proceeds that will remain in the hands of the superin- 
tendents when they complete the liquidations within their States. 

I would say that the liquidation of the banks is well along except for 
these litigation matters that may hang fire for some little time. 

Senator Dirksen. How many attorneys are representing these 
claimants? Are there many ? 

Mr. CreicutTon. Representing the claimants? <A lot of them. With 
respect to these particular claims against the Yokohama Specie and 
the Sumitomo Bank, I know one firm of attorneys has about 3,800 
claims. I have been trying to get a stipulation with the attorneys on 
those 3,800 claims which have the same issue involved in them, namely, 
the issue of whether or not the claims are payable in dollars or whether 
they are payable in yen, and if they are payable in yen, whether at the 
postwar rate of exchange or the prewar rate of exchange. I have 
taken the position that ‘they are payable at the postwar rate of o 
change. That is the position of the Claims Branch. We have a leg: 
menOrRA dun upon that subject, and that is our position. If — 

8,500 claims are payable at the prewar rate of exchange it will come to 
¢: 38,750,000; if payable at the postwar rate of exchange they can be 
paid off for approximately $430,000. 

Senator Dmksen. How do you propose to distribute the realized 
assets in a case like this? 

Mr. Crete Ton. I have no panacea for distributing at all. I think 
under the present statute that there will never come an end to the debt 
claim program of the Office of Alien Property. 

Senator Dirksen. What would you do about the requirement on the 
face of the certificate that they are payable in Japan? 

Mr. Cretcuton. I take the position they are payable in Japan. Sec- 
tion 34 is an alternative remedy. If the claimants meet the other re- 
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quirements of the statute they can collect from the assets that we have 
here. But unfortunately the attorneys representing the claimants 
don’t agree with me, and they say we want a trial upon that issue and 

e want to get to the courts on it. Before they can get to the courts 

it, I must process these entire 9,000 claims, pro rate the payments, 
give notice to everybody and then file a final schedule which they can 
eview in the courts under the present statute. 

Senator Dirksen. Can you not stipulate for a disposition on this 
matter on the merits without having to do all that work? 

Mr. Creteuton. No, sir; I cannot, sir. That is one of my recom- 

endations for legislation, that there be some statutory scheme pro- 
vided where we certify the issue to the courts and the courts decide 
that issue without regard to the final schedule as required by the pres- 
ent statute. 

Senator Dirksen. Have you reduced that recommendation to lan- 
cuage? 
~ Mr. Creiguton. I think the language is contained in a memoran- 
dum which I just mentioned that I was going to file. 

Senator Dirksen. So it will be included ? 

Mr. CretcuTon. It will be included. 

I want to say to you quite frankly I can see no panacea for ever 
cleaning up this debt program. 

Senator Dirksen. On the other hand, I don’t know any reason why 
we should permit dilatory motions of one kind or another to finally 
keep the Government in this business. 

Mr. CreteuTon. I don’t either. But even then, let me say that in 
an analysis of 2,000 claims made by these attorneys who have the 
3,800 claims, and according to their analysis, if these claims are pay- 
able at the postwar rate of exchange, 730 of the claims would be under 
$5 each, 390 would be between $5 and $10 each, 354 would be between 
$10 and $20 each, and 280 between $20 and $40 each, and 242 over $40 
each. I don’t think the average of each of these claims, if payable at 
the postwar rate of exchange, as I think it is under the terms of the 
obligation itself and under the applicable law, will average much over 
$25 each. And many of them will be anywhere from $1 to $2 
and $3, and it will cost the Government 8 or 10 times that to draw a 
check and go through the procedures to pay it, even if you just put it 
upon a scale where you draw a check. 

Senator Dirksen. You could not begin to serve notice or to publish 
the amount of the claim that is involved ? 

Mr. Creicuton. Absolutely not. I say to you quite frankly that 
in my opinion that with a repeal of all of section 34 of the statute 
very few people would suffer any substantial detriment. There 
would be a few. And it may be that if Congress should consider re- 
pealing section 34, it might take into consideration the priorities set 
forth in the statute and say, that claims in the first two priorities or 
the first three priorities, should continue to be processed. But we 
should have a little more workable procedure under which to do it. 

Senator Dirksen. Is that suggestion in your recommendation ? 

Mr. Creteuton. I don’t believe that in the recommendation that 
[ made at that time that I made that suggestion. I have a statement 
here which is headed “Personal views expressed by myself as to the 
amendments to the Trading With The Enemy Act.” 





1S6 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


Senator Dirxsen. Did you get those up in sufficient copies for all 
members of the subcommittee ? 

Mr. Creicuron. No, sir, I did not. 

Senator Dirksen. Let me suggest now that when they are sub- 
mitted that you have enough copies to submit for all members, and 
do include your observations here and your suggestions with respect 
to the repeal or modification of section 34. 

(The information referred to is as follows:) 

Aveust 8, 1952. 
To: David O. Walter, Acting Chief, Legal and Legislative Section, Office of 
the Director. 
From: Leon Ulman, Acting Chief, Claims Branch. 
Subject: Legislative program, 88d Congress, 1st session. 

In response to your request for a statement by this Branch with respect to 
the memorandum of the Deputy Attorney General dated July 11, 1952, concern- 
ing the above subject, we recommend that this Office should ask for the follow- 
ing changes in the Trading With the Enemy Act, for the reasons stated. The 
proposed language of the changes suggested is set out in the appendix attached 
hereto. It should be noted that while Mr. Creighton has approved the proposed 
changes in substance, he has not had the opportunity to see this memorandum. 

1. The Office should be relieved of the present requirement, as provided for 
in section 20, of making a determination to the effect that the individual fees 
of agents and attorneys for services rendered in claims proceedings do not 
exceed fair compensation. Our experience in the processing of those claims 
which have been allowed has demonstrated both the onerous nature of this 
requirement and the fact that it serves little purpose. While we have been 
compelled ot devote a not inconsiderable portion of our time in making the “fair 
compensation” determination, we have found in the vast majority of instances 
that the fee requested does in fact represent fair compensation for the services 
performed. Moreover, where the claimant is a bank or a large industrial 
corporation, it obviously requires no assistance from this Office to protect itself 
from what might be an unreasonable fee. And, while it may be that some 
foreign claimants because of their absence from the scene are at some dis- 
advantage in dealing with American lawyers on fee questions, these cases in 
most instances involve relatively small amounts and the fee which is approved 
by this Office is usually the 10 percent maximum fixed by the statute. Accord- 
ingly, we recommend that section 20 should be amended so as to require merely 
a determination that the aggregate of fees will not be in excess of 10 percent 
of the value of the property involved. There is preserved, however, the right 
of any person who believes that the aggregate of fees should be in excess of 
10 percent to seek judicial relief as well as the jurisdiction of a court making 
a return of vested property to award fees in excess of 10 percent. 

2. Section 32 in authorizing the filing of a claim by the legal representative 
of a former owner of vested property does not expressly require that the 
eligibility of those beneficially interested in the claim be established, although 
where the claim is filed by a successor in interest, as may be done, such succes- 
sor in interest must be eligible. This Office has interpreted section 32 as 
requiring the eligibility of beneficial owners of a claim to be established, even 
though such claim has been filed by a legal representative. In this connection, 
it should be noted that the courts have uniformly held in section 9 (a) suits 
prosecuted by legal representatives that those beneficially interested in the 
subject matter of the suit must qualify for return under that section, although 
as in section 32 there is no such express requirement. We believe it would be 
well to have section 82 contain an express provision that where the claim is 
filed by a legal representative, these beneficially interested in the claim must 
also meet the eligibility requirements of the section. 

3. While the provisions of section 32 (a) (2) (D) bar only those enemy citizens 
who were present in enemy territory on or after December 7, 1941, and prior t 
March 8, 1946, the provisions of section 32 (a) (2) (C) contain no similar cutoff 
date in respect of nonenemy citizens who voluntarily resided in an enemy country 
after December 7, 1941. Thus, a German alien who after March 8, 1946, re 
turned to Germany to live is eligible under section 382 (a) (2) (D), while an 
English alien who after the same date went to Germany to live would be in- 
eligible under section 32 (a) (2) (C). While cases of the latter nature ar: 
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few, nevertheless, there appears to be no valid reason for the differentiation in 
their treatment. Accordingly, it is recommended that section 32 (a) (2) (C) 
should be amended to provide that voluntary residence in an enemy country 
shall not serve as a bar to return where such residence first occurred subsequent 

March 8, 1946. 

{. Section 82 (a) (2) (C) excepts citizens of the United States from the pro 
hibition aginst return of vested property to persons who were voluntarily resi 
jent in an enemy country at any time after December 7, 1941. A small number 

‘ claims has been filed by persons who lost their American citizenship under 

tion 404 of the Nationality Act of 1940 (8 U. S. C. 804) by failure to return 

the United States from residence abroad by October 14, 1946, as was required 
hy section 409 of that act (8 U. 8S. C. 809). The language of section 32 (a) (2) 
(C) does not make it clear whether such persons are eligible or ineligible, al 
though they have not been citizens of the United States since October 15, 1946. 
The legislative history would appear to express the intention of Congress that 
the exception in favor of American citizens should not extent to cases of this 
nature (see 8. Rept. 920, 79th Cong., 2d sess., p. 4; H. Rept. 1269, 79th Cong., 1st 
sess., p. 4). Accordingly, it is recommended that an express provision carrying 

t the probable legislative intention be added to section 32 (a) (2) (C). 

». In view of the fact that it has been recommended that March 8, 1946, the 
date of the enactment of section 32, should be added to section 32 (a) (2) (C) 
see No. 3, supra), it is recommended that the same date be substituted in section 
82 (a) (2) (D) for the words “the date of the enactment of this section.” Thus, 
in this respect both subdivisions will be identical. 

6. The language of section 32 (a) (2) (D) creates an uncertainty as to whether 
the prohibition against return to enemy citizens who were present during the 
war in an enemy country or in territory occupied by its military or naval forces 
extends to an enemy citizen present in an enemy country other than the country 
f his citizenship or in territory occupied by its military or naval forces—for 
example, a citizen of Germany who was present in Japan or in that part of China 
occupied by Japan. There is a number of such cases. The doubt is created by 
the fact that after designating Germany, Japan, Bulgaria, Hungary, or Rumania 
is the nations to whose citizens the prohibition applies, the disqualification 
arising from presence is in terms of presence “in the territory of such nation or 
n any territory occupied by the military or naval forces thereof.” It is the 
view of this Branch that there is as much reason to bar a German who was 
present in Japan during the war as there is to bar a German who was present 
in German during that period, and that the above language may be so construed. 
However, it would be desirable to add clarifying language to remove the existing 
ambiguity. 

7. Section 32 should be amended to provide for judicial review of the adminis- 
trative denial of a claim as recommended by the Department in reporting on 
H. R. 2100 and H. R. 2264, 82d Congress. 

8. Section 33 should be amended to provide an additional period of one year 
for filing claims under section 32 as recommended by the Department in connec 
tion with H. R. 4611, 82d Congress. 

9. We recommend that section 33 should be amended to take care of such 
ases as Pass v. McGrath, decided by the Court of Appeals for the District of 
Columbia Circuit on October 5, 1951. There the property had been vested in 
1948, and Pass filed a claim for its return in September 1946. In October 1949, 
e instituted a section 9 (a) suit. The court held that the last day for filing the 
suit was April 30, 1949, in view of the provisions of section 33 reading that, “No 
suit. pursuant to section 9 may be instituted after April 30, 1949, or after the 
expiration of two years from the date of the * * * vesting in the Alien Property 
Custodian * * * of the property or interest in respect of which relief is sought, 
vhichever is later, but in computing such two years there shall be excluded any 
period during which there was pending a suit or claim for return pursuant to 
section 9 or 32 (a) hereof.” Said the court: 

“Since no suit and no claim was pending within two years after the property 
vested in the Custodian, the ‘later’ date and the last on which suit could be 
brought was April 30, 1949. The claim filed with the Custodian in September 
1946 could not toll the 2-year period that had expired in 1945.” 

Prior to its amendment on July 1, 1948 “(62 Stat. 1218), section 33 provided 
that section 9 suits had to be instituted within 2 vears from the date of * * * 
vesting * * * or from the date of enactment of this section [August 8, 1946], 
whichever is later, but in computing such 2 years there shall be excluded ony 
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period during which there was pending a suit or claim for return pursuant t, 
section 9 (a) or 32 hereof.” While the 1948 amendment extended the period for 
instituting section 9 suits from August 8, 1948, to April 30, 1949, in situations 
like the Pass case where the claim had been filed more than 2 years after vesting 
although prior to April 30, 1949, the amendment no longer permitted the period 
during which the claim was pending to be excluded from computation in ascer 
taining the bar date for instituting suit. There is no ambiguity in the language 
of the statute. However, there is no indication that such a result was intended 
by the Congress when it amended section 33 in 1948, and in my opinion the result 
is both harsh and inequitable. 

10. (a) A considerable number of debt claims has been filed under section 34 
of the act by persons who, although they did not come to the United States unti] 
after the beginning of the war on December 7, 1941, have in recent years become 
citizens by naturalization. While aliens are ineligible as debt claimants unless 
they “are and have been since the beginning of the war residents of the United 
States,” “citizens of the United States” are eligible. The question is presented. 
and the language of the statute furnishes no clear answer, whether a disquali 
fication resulting from residence is cured by subsequent acquisition of citizenship 
In the face of the expressions in the legislative history that it would not he 
appropriate to extend section 34 relief to aliens who first arrived in the United 
States after the war began because, inter alia, they “did not ordinarily extend 
credit in reliance upon American assets of their debtors” (79th Cong., 2d sess. 
S. Rept. 1839, p. 5; H. Rept. 2398, p. 11), we have taken the position that 
such aliens are not eligible notwithstanding the fact that they have subse- 
quently been naturalized. We recommended that this position should be ex 
pressly embodied in section 34. 

(b) There have also come to our attention a few cases of debt claims filed by 
aliens who, although resident in the United States continuously between the 
beginning of the war and August &, 1946, the date of enactment of section 34, 
have since left the United States. In my opinion, such persons are entitled to 
relief under section 34 and the language of the section should leave no doubt 
on that score 

11. The fifth sentence of section 34 (a) provides that, “Legal representatives 
(whether or not appointed by a court in the United States) or successors in 
interest by inheritance, devise, bequest, or operation of law of debt claimants, 
other than persons who would themselves be disqualified hereunder from allow 
ance of a debt claim, shall be eligible for payment to the same extent as their 
principals or predecessors would have been.” 

(a) It will be noted that while a nonresident alien is not an eligible debt claim 
ant under the provisions of the fourth sentence of section 34 (a), if he is a 
legal representative appointed by a foreign court it may be urged that he is 
qualified. We believe that this was not the intention of the Congress, and accord 
ingly recommend deletion of the clause “whether or not appointed by a court in 
the United States.”” While such language may be appropriate in section 32, where 
it also appears, since relief under that section is accorded nonresident aliens, 
it would not appear to be appropriate in section 34, the benefits of which are not 
extended to nonresident aliens. 

(b) As with section 32, section 34 in authorizing the filing of a claim by a 
legal representative does not expressly require that the eligibility of those bene 
ficially interested in the claim be established, although where the claim is filed 
by a successor in interest, such successor must be eligible. For the reasons stated 
in support of the proposed amendment of section 32 in this respect, it is recom- 
mended that section 34 (a) should be similarly amended to contain an express 
provision that where the claim is filed by a legal representative, those beneficially 
interested in the claim must meet the eligibility requirements of the section. 

12. Section 34 (a) should be amended to provide expressly that no interest 
shall be paid on debt claims (a) for any period after the first vesting of the 
debtor’s property, and (0) for any period during which the debtor was under 
a legal disability from discharging his obligation because of United States 
“freezing controls,” provided that a default had not occurred prior to the im 
position of such controls. 

(a) In Matter of Dorothy Krets Lehmann, Debt Claim No. 3848, December 5, 
1948 (decision of David L. Bazelon, Director), this Office took the position that 
under section 34 of the act interest was not payable for the period after the 
vesting of the debtor’s property. The reasoning of the Lehmann decision was 
that a section 34 claim was a claim against the United States, and accordingly 
that it was subject to the well-settled rule that the United States is not liable 
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interest in the absence of express statutory direction therefor. The deter- 
tion of the Office was thereafter affirmed by the United States District 
for the District of Columbia, sub nom. Kay vy. McGrath, Civil Action 
156-49, November 6, 1950, and the plaintiff did not appeal the decision. 
ever, the court, while it affirmed the determination, did not pass upon the 
ning upon which the determination is based 
question is important both from a monetary standpoint and because 
frequency with which it arises in the administration of the debt claims 
n, and it would be well to have it resolved by an express provision that 
esting interest on debt claims shall not be paid. 
Of somewhat lesser significance, although of importance, is the analagous 
el of payment of interest by way of damages during the period in which 
tor was prevented from discharging his obligation because of the pro 
tions of Executive Order No. 8389, as amended, against unlicensed trans- 
ons in enemy property, the so-called freeze order. This branch takes the 
m that while the imposition of freezing controls did not effect a suspension 
running of interest where the debtor was in default prior to the imposition 
eezing, interest does not accrue where the default occurred during the 
ing period. Of course, interest would begin to run upon the removal of 
ng controls since the debtor was no longer prevented by freezing from 
charging his obligations. As with postvesting interest, it would be desirable 
e an express provision in section 34 settling the question. 
Upward of 20,000 debt claims pending with this Office are based on obliga- 
expressed in reichsmarks or yen and payable in Germany and Japan, 
tively. Under the so-called judgment-day rule enunciated by the Supreme 
in Deutsche Bank v. Humphrey, 272 U. 8. 517 (1926), a case which arose 
‘the World War I debt claim provisions of the Trading With the Enemy 
sec. 9 (a) ), these claims are convertible into dollars at the rate of exchange 
iiling on the date the claims are allowed. The opposing rule, the so-called 
ch-day rule, calling for conversion at the rate of exchange prevailing on the 
of breach, was rejected by the Supreme Court as inapplicable to this type 
aim. The difference between application of the two rules amounts to many 
ions of dollars, and the Claims Branch has taken the position that the 
nent-day rule should govern. It would be desirable to remove any doubt 
may exist by statutory incorporation of the judgment-day rule. 

14. As has been previously recommended by the Department, the provisions 
ction 34 (a) should be amended to exclude debt claims based on obligations 
ed by any foreign government or agency, or any political subdivision of any 

reign country. 

15. As the provisions of section 34 (f) now read, an aggrieved debt claimant 

y not resort to judicial review in any insolvent estate proceeding until the 
e issues a final schedule of all the debt claims allowed in respect of the 
ticular debtor. To expedite the disposition of the large insolvent estate 

ceedings, such as, for example, Yokohama Specie Bank, Ltd., it would be 

lvisable that important questions presented by the claims should be subjected 
udicial review prior to the issuance of a final schedule. An instance is the 
estion whether the claims against Yokohama Specie Bank based on yen certifi 
ites of deposit payable in Japan are really dollar obligations as contended by 
irge group of these claimants. In order, however, to avoid undue burden 
on this Office and the courts, the claimant’s right to judicial review prior to 


ssuance of a final schedule should be made dependent upon certification by this 


e that such judicial review is desirable. And, in this connection it is ree- 

ended that initial review in all section 34 proceedings should be by the 
ited States Court of Appeals for the District of Columbia Circuit instead 
by the United States District Court for the District of Columbia as presently 
vided. This is consistent with the proposal for judicial review of section 32 
terminations. It also should be observed that in both subsections 34 (e) and 
the requirement of service by the Custodian by registered mail is eliminated. 

anticipate that this would be a costly procedure in large insolvent estate 
ses and it is believed that service by ordinary mail is adequate. 

L. U. 


APPENDIX 


Amend section 20 to read as follows: 
“No property or interest or proceeds shall be returned under this Act, nor 
ill any payment be made or judgment awarded in respect of any property 
interest vested in or transferred to the Alien Property Custodian unless a 
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schedule of the fees to be paid to all agents, attorneys at law or in fact, or 
representatives, for services in connection with such return or payment or 
judgment, has been furnished to the President or such officer or agency as he 
may designate, or the court, as the case may be. In the case of any return of, 
or the making of any payment in respect of, any such property or interest or 
proceeds (other than pursuant to an order of a court), the President or such 
officer or agency as he may designate shall approve such schedule only upon 
determining that the aggregate of the fees does not exceed ten per centum of the 
value of such property or interest or proceeds or of such payment. Any person 
aggrieved by the determination of the President or of such officer or agency as 
he may designate may petition the district court of the United States for the 
district in which he resides to review the determination, and shall name the 
person or agency making the determination a party defendant. The court hear 
ing such petition for review, or a court awarding any judgment in respect of 
any such property or interest or proceeds, as the case may be, shall approve an 
aggregate of fees in excess of ten per centum of the value of such property or 
interest or proceeds only upon a finding that there exist special circumstances 
of unusual hardship which require the payment of such excess. Any person 
accepting any fee in excess of an amount approved hereunder, or retaining for 
more than thirty days any portion of a fee, accepted prior to approval hereunder, 
in excess of the fee as approved, shall be guilty of a violation of this Act.” 

2. Amend section 32 (a) (2) to read as follows: 

“(a) The President, or such officer or agency as he may designate, may 
return any property * * *, whenever the President or such officer or agency 
shall determine 

“(1) that the person who has filed a notice of claim * * * was the owner 
of such property, * * * or is the legal representative * * * or successor 
in interest by inheritance, devise, bequest, or operation of law, of such 
owner; and 

“(2) that such owner, and legal representative (including any person 
beneficially interested in the claim through inheritance, devise, bequest, or 
operation of law) or successor in interest, if any, are not— 

3. Amend the language of section 32 (a) (2) (C) reading, “an individual volun- 
tarily resident at any time since December 7, 1941, within the territory of such 
nation” to read as follows: “an individaul voluntarily resident at any time 
since December 7, 1941, and prior to March 8, 1946, within the territory of such 
nation”. 

4. After the words “a citizen of the United States’ in the first sentence of 
section 32 (a) (2) (C) add the following: “on October 15, 1946,”. 

5. In place of the words “the date of the enactment of this section” in the 
first sentence of section 32 (a) (2) (D), substitute the following: “March 8, 
1946”. 

6. Before the words “such nation” in the first sentence of section 32 (a) (2) 
(D) add the word “any.” 

os . * 2 ’ * 

9. Amend the second sentence of section 33 to read as follows: 

“No suit pursuant to section 9 may be instituted after April 30, 1949, or after 
the expiration of two years from the date of the seizure by or vesting in the 
Alien Property Custodian, as the case may be, of the property or interest in 
respect of which relief is sought, whichever is later, but in computing the time 
within which such suit must be instituted there shall be excluded any period 
during which there was pending a suit or claim for return pursuant to section 9 
or 32 (a) hereof.” 

10. That portion of the fourth sentence of section 34 (a) preceding the words, 
“And who have not during the war been interned or paroled” should be amended 
to read as follows: 

“Debt claims allowable hereunder shall include only those of citizens of the 
United States or of the Philippine Islands on December 7, 1941; those of cor 
porations organized under the laws of the United States or any State, Territory, 
or possession thereof, or the District of Columbia or the Philippine Islands 
those of other natural persons who were residents of the United States con 
tinuously between December 7, 1941, and August 8, 1946, inclusive.” 

11. Amend the fifth sentence of section 34 (a) to read as follows: 

“Legal representatives or successors in interest by inheritance, devise, bequest, 
or operation of law of debt ciaimants, other than persons who would themselves 
be disqualified hereunder from allowance of a debt claim, shall be eligible for 
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payment to the same exteni as their principals or predecessors would have been : 
provided, That in the case of a legal representative there shall be established 
the qualifications hereunder of persons beneficially interested in the claim 
through inheritance, devise, bequent, or operation of law.” 

12. Amend section 34 (a) by adding the following sentence : 

No interest shall be allowed or paid on any debt claim for any period subse- 
quent to the date on which any property or interest of person alleged to be 
the debtor was first vested in or transferred to the Custodian and no interest 
in the nature of damages shall be allowed or paid on any debt claim during the 
period in which the debtor was prohibited by this Act, unless licensed, from 

ing the principal debt except that such interest may be allowed and paid 

the principal debt was payable prior to the effective date of such prohibition.” 
Amend section 34 (a) by adding the following sentence : 

Where a debt is expressed in a foreign currency payable in a foreign country, 
payment under this section shall be made in United States currency at the 
ficial rate of exchange between such currency and the foreign currency in effect 

t the time the claim is allowed.” 

15. (a) Amend section 34 (e) to read as follows: 

‘If the aggregate of debt claims filed as prescribed does not exceed the money 
from which, in accordance with subsection (d) hereof, payment may be made, 
the Custodian shall pay each claim to the extent allowed, and shall serve by 
mail, on each claimant whose claim is disallowed in whole or in part, a notice 
of such disallowance. Within sixty days after the date of mailing of the Custo- 
lian’s determination, any debt claimant whose claim has been disallowed in 
whole or in part may file in the United States Court of Appeals for the District 
of Columbia Circuit a complaint for review of such disallowance, naming the 
Custodian as defendant. Such complaint shall be served on the Custodian and 
shall set forth the reasons why the determination of the Custodian is in error. 
The Custodian, within forty-five days after service on him, shall file an answer 
to the complaint and shall certify and file in said court a transcript of the record 
of proceedings in the Office of Alien Property Custodian with respect to the 
‘aim in question. Upon good cause shown such time may be extended by the 
court. The record shall include the claim as filed, such evidence with respect 
thereto as may have been presented to the Custodian or introduced into the 
record by him, and the determination of the Custodian with respect thereto, 
ncluding any findings made by him. The court shall enter judgment affirming, 
modifying, or reversing the Custodian’s determination, and directing payment in 
the amount, if any, which it finds due, or remanding the claim to the Custodian, if 
the court concludes that such determination is not in accordance with law or 
that any material findings made by the Custodian are unsupported by substantial 
evidence.” 

(b) Amend section 34 (f) to read as follows: 

“If the aggregate of debt claims filed as prescribed exceeds the money from 
which, in accordance with subsection (d) hereof, payment may be made, the 
Custodian shall serve by mail, on each claimant whose claim is disallowed in 
whole or in part, or to whom a priority is assigned in accordance with the pro 
visions of subsection (g) hereof, other than a priority asserted by the claimant, 
a notice of such disallowance or assignment of a different priority. Within sixty 
days after the date of mailing of the Custodian’s determination, any debt 
claimant whose claim has been disallowed in whole or in part, or to whom a 
priority has been assigned other than a priority asserted by such claimant, 
ay file in the United States Court of Appeals for the District of Columbia Cir- 
cuit a complaint for review of the Custodian’s determination, naming the Cus- 
todian as defendant, provided that the Custodian has issued a certification, which 
shall be attached to said complaint, that such review prior to the issuance of a 
schedule of all debt claims allowed and the proposed payment to each claimant 
is hereinafter provided in this subsection is desirable in the judgment of the 
Custodian. Such complaint shall be served on the Custodian and shall set 
forth the reasons why the determination of the Custodian is in error. The 
Custodian, within forty-five days after service on him, shall file an answer to the 
complaint and shall certify and file in said court a transcript of the record of 
proceedings in the Office of Alien Property Custodian with respect to the claim 
in question. Upon good cause shown such time may be extended by the court. 
The record shall include the claim as filed, such evidence with respect thereto 
is may have been presented to the Custodian or introduced into the record by 
him, and the determination of the Custodian with respect thereto, including any 
findings made by him. Any other interested debt claimant who has filed a 
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claim with the Custodian pursuant to this section, upon timely application 
the court, shall be permitted to intervene in such review proceeding. The court 
shall enter judgment affirming, modifying, or reversing the Custodian’s deter 
mination, and remanding the claim to the Custodian for further proceedings not 
inconsistent with the judgment, if the court concludes that such determination 
is not in accordance with law or that any material findings made by the () 
todian are unsupported by substantial evidence. In respect of the debt clair 
allowed by the Custodian, the Custodian shall prepare and serve by mail on al] 
claimants a schedule of all debt claims allowed and the proposed payment to each 
claimant In preparing such schedule, the Custodian shall assign priorities in 
accordance with the provisions of subsection (g) hereof. Within sixty days 
after the date of mailing of such schedule, any claimant considering himself 
aggrieved may file in the United States Court of Appeals for the District 
Columbia Circuit a complaint for review of such schedule, naming the Custodian 
as defendant A copy of such complaint shall be served upon the Custodian 
and on each claimant named in the schedule, and shall set forth the reasons why 
the schedule is in error. The Custodian, within forty-five days after service on 
him, shall file an answer to the complaint and shall certify and file in said 
court a transcript of the record of proceedings in the Office of Alien Property 
Custodian with respect to such schedule. Upon good cause shown such time may 
he extended by the court. Such record shall include the claims in question as 
filed, such evidence with respect thereto as may have been presented to the 
Custodian or introduced into the record by him, any findings or other determina- 
tions made by the Custodian with respect thereto, and the schedule prepared | 
the Custodian Any interested debt claimant who has filed a claim with the 
Custodian pursuant to this section, upon timely application to the court, shall be 
permitted to intervene in such review proceeding. The court shall enter judg 
ment affirming the schedule, or modifying the schedule, and directing payment, 
f any be found due, or remanding the schedule to the Custodian, if the court 


ls- 
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concludes that the schedule is not in accordance with law or that any material 
findings made by the Custodian are unsupported by substantial evidence. Pend- 
ing the final decision of the court on such complaint for review, payment pur- 
suant to the schedule may be made only to an extent, if any, consistent with the 
contention of all claimants for review.” 

Mr. Creiguron. Now, I also want to say that these proposals for 
amendments are my personal views based upon my experience in the 
Claims Branch and that some of them are alternatives. 

Senator Dirksen. We understand. 

Mr. Cretauron. If you enact this amendment it would not be neces- 
sary for this, but the committee can readily ~ that. 

Now, then, I also want to mention this: I did not finish reading 
into the record the list of these 11 accounts. 

Senator Dirksen. Yes. I have one more question about No. 1. 
What about the distribution of the proceeds finally? Why couldn't 
that matter be turned over to Japan? 

Mr. Cretcnron. Let me say this: Insofar as these people are con- 
cerned, it is my understanding that any one of these claimants can go 
to Japan today and get their yen, based upon the postwar rate of 
exchange, plus interest from the time the deposit was made. T don’t 
think under our statute we can pay interest except in a few of them. 
And that is another problem. We find that many of these peopie who 
have relatives in Japan are cashing their certificates and we are going 
to have to have a check upon that, because I don’t think they should 
collect twice. I think if we are to make any payment on these certifi- 
cates they are going to have to present the certificate to us and we are 
going to have to mark on it “Paid” so much by our Office, because the 
statute provides that any amount which we pay shall be a credit upon 
the total amount of the indebtedness. 

Senator Dirksen. Let us go on to No. 2. 
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Mr. Cretguron. Well, No. 2 is the Sumitomo Bank, Ltd. There are 
10 claims filed against that bank. We presently hold cash in that 
sunt of $634,477.50. The face amount of the claims filed against 
iccount is $17 million. Nine thousand of the nine thousand and 
claims are foreign-currency claims. The amount of foreign-cur- 
‘y claims at the prewar rate of exchange is $16 million, and at the 
twar rate of exchange SIS5.500,. 

[he same situation is true with respect to the Sumitomo Bank as 
Yokohama Specie Bank, which I just outlined. 

nator Dirksen. They are evidenced by certificates 

Mr. Creteuron. That is right. 

Now, then, we have against the Japanese Government 

Senator Dirksen. Is this No. 3? 

Mr. Cretauron. This is No. 3. 

Senator Dirksen. Are any branches involved there? 

Mr. Creteuron, No, sir. 

Senator Dirksen. That is wholly—— 

Mr. Creicuron. You mean the Sumitomo Bank? 

Senator Dirksen. Yes. 

Mr. Cretauton. Yes; there are some branches involved. They have 
nehes, but they did not have branches which were permitted to 
a general banking business. As I recall, they merely had foreign 

hange branches in this country, if my memory serves me right. 

Mr. Utman. TI Hey - also had subsidiaries, I think, in California, and 
. State of Washington, which I believe did general banking bus- 


Scutezincer. And Hawaii. 

Senator Dirksen. Is this matter in liquidation now with the bank- 
ng commissioner of any of these jurisdictions who is a party in 
nterest ? 

Mr. Scutezincer. I can give you the status on these banks. The 

Sumitomo Bank of Seattle is in its final stages of liquidation, by a 
- uidating trustee, who is the manager of our San Francisco office. 

at and Sumitomo Bank of Hawaii are cases in which our office is 
loing the liquidating. But we are doing it in Washington under the 
jurisdiction of the State court. We are very close to completion there. 

Senator Dirksen. You mean the whole Sumitomo operation ¢ 

Mr. Scuiezincer. In Washington, the State of Washington. 

In the State of New York, where the Sumitomo Bank had an agency, 
_ as the Yokohama Specie Bank had, and not a subsidiary cor- 

ration, we have recently issued a turnover directive to the New York 
iperintendent of banks to turn over everything except $10,000 he is 
retaining for future expenses. He has gone into court to get permis- 
sion to pay that over, and we expect the court order to be entered any 
day. I understand the time for opposition to it is past and it is just 
that the order has not been issued. 

In California, the superintendent of banks has already paid in full 
to all the domestic depositors of a subsidiary bank. It is organized 
nder the laws of California, and I believe we own about 99 percent of 
the stock. He is now preparing for the final winding up of the 
liquidation. 

There is still a problem in the Sumitomo Bank in Hawaii that has to 
be worked out. That is not as far along. 
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Senator Dirksen. What does the over-all asset look like that wil! 
be available for distribution? You have about 4 percent of scheduled 
claims now. 

Mr. Scuiezincer. Well, it is not at all in the class of the Yokohama 
Specie Bank. I would estimate that there would be only about $2 
million that will ultimately be turned over to us from the various 
State agencies. 

Senator Dirksen. How many attorneys are involved here, Mr. 
Creighton ? 

Mr. CreicHton. When I referred to the one firm of attorneys who 
had 3,800 claims, some of those claims are against the Yokohama 
Specie Bank and some against the Sumitomo Bank, but they all involve 
yen certificates of deposits. 

Senator Dirksen. Is this the same situation insofar as the size of 
claims is concerned, $5 and $10 and $20? 

Mr. Creicnron. That isright. The sampling came from 2,000, and 
some of them were Sumitomo and some of them Yokohama Specie. 

Senator Burter. Is my understanding correct that these institutions 
are in business in Japan today and ready and willing to pay the cer 
tificates according to the tenor of the certificate ? 

Mr. Creicuton. Absolutely, sir. 

Senator Buriter. What are they? Government institutions? 

Mr. Creicuton. No, sir; private banking institutions. 

Senator Dirksen. Have you any recommendation to make, Mr. 
Creighton, with respect to Sumitomo in an area of special treatment 
to expedite the liquidation of this? 

Mr. Creicuton. I would say if you did not repeal the entire 
statute that there should be at least two amendments to section 34. 
And that would be, first-—— 

Senator Dirksen. Well, we need not discuss those particularly. 

Mr. Creiguron. I think we should provide that any obligations 
payable by a foreign government or an instrumentality thereof should 
not be permitted to be satisfied out of the assets held by the Custodian. 
I should also’say that no obligation which was expressed in foreign 
currency and was payable in a foreign country should have the right 
to claim against the assets which we hold. 

Senator Dirksen. With such legislation, how soon could we get this 
wound up? 

Mr. CreicuTon. Senator, I just would not want to say. We have 
changed our procedures so that we can file now partial final schedules 
which would hasten winding up of the accounts. But if we should 
eliminate all the claims against foreign governments and instru 
mentalities thereof, and also foreign currency claims, I believe that 
that would take care of probably all except 5,000 pending claims. 
That would be my best estimate at this time. 

Mr. Narrn. Mr. Creighton, I have made : a compilation of that. If 
you would verify it it may make it a little clearer what was just said. 
T here were approximately 47,000 debt claims originally. There are 

36,000 or 37,000 claims involved in these various banking obligations, 
in Germany and Japan. That would leave 10,000 claims. There has 
been something in excess of 4,000 debt claims allowed to date and that 
brings it down to approximately, as you have indicated, nearly es 
claims. But it would have disposed of a very substantial number ¢ 
these claims. 
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Mr. Creignron. And with respect to those 5,000 claims, let me say 
ey are practically all claims against hopelessly insolvent accounts. 
lhere are very few claims still left outstanding that are not against 
opelessly insolvent accounts. 

Senator Dirksen. Now, what is item No. 3? 

Mr. CreicgutTon. Item No. 3 is the Japanese Government. We have 
1.794 claims. We have cash in the account of $1,563,000-—— 

Senator Dirksen. What was the number of claims? 

Mr. CreteuTon. 4,794. 

Senator Dirksen. Against the Japanese Government? 

Mr. Creiegnton. That is right, sir. We have cash in the account 


of the Japanese Government of $1,563,831.94. The total amount 
of the claims is $159 million. Of those 4.794 claims, 230 of them 


re based upon obligations payable in foreign currency; the rest are 
based upon dollar obligations, chiefly bonds, of the Japanese Gov- 
ernment. 

lhe amount of the foreign currency claims at the prewar rate of 
exchange, that is the 230 claims, would be $8 million, or, if payable 
it the postwar rate of exchange, $92,225. 

Senator Dirksen. Was this matter touched in any way by any 
provision in the treaty ? 

Mr. CreieHton. No, sir. You see, as I understand it, under the 
treaty, Senator, the United States Government waived all claims for 
reparations. I might say, however, that from some publications that 
I coal seen, and from what is going on, Japanese Government dollar 

onds are now selling upon the Stock Exchange for nearly their face 

value. These people who own these Japanese bonds have a market 
for them today, and I would not be surprised but that when we finally 
vet around to it, and if we have to process them, we will find that the 
original claimants no longer own the bonds, and the person who was 
the owner of the bonds at the time of vesting of the assets of the 
Japanese Government just doesn’t own the bonds any longer. 

Senator Dirksen. What assets do you foresee to be reduced that 
will increase this amount of $1,563,000 ? 

Mr. CreicHTon. I see none insofar as the Japanese Government is 
concerned, 

Senator DirksEN. So you have claims of $195 million against a 
million and a half in cash? 

Mr. CretgHron. $195 million. 

Senator Dirksen. One and one-half percent. 

Senator Burier. Doesn't the excess of these two banks go into that 
fund if you pay at the yen—— 

Mr. Creicuton. No, sir, that goes into the War Claims Fund. You 
see, under the statute, we can only use the property of an individual 
debtor to pay the claims of his creditors. In other words, we don’t 
throw the assets all in one pot. 

Senator Burier. In other words, you do not exhaust it then, and 
ultimately put it back into the Government claim ¢ 

Mr. Creicuton. No, sir. You see, Congress has said that any 
money that we have left over shall be covered into the Treasury and 
be used for the purpose of paying the claims allowed by the War 
Claims Commission. 
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Senator Dirksen. Now, does this 4,800 total of claims admit of 
different treatment where there can be expedition in disposing of the 
matter ¢ 

Mr. Creicuton. From my knowledge of them, I would say not, 
except as to the 230 claims that are payable in foreign currencies, 
You have a legal question involved in those that you would not have 
in the dollar claims that are expressed in dollars. But if we spend 
the time to try to process these under the present statute, the amount 
which the claimant gets would be just infinitesimal. There is nothing 
to give him. 

Senator Dirksen. Of course, we are throwing good money after 
bad in doing so. 

Mr. Creicuron. That is right. 

Senator Dirksen. Even though the administrative costs necessarily 
have to come out of the property that is before us. , 

Mr. CretcHtoN. Now, let me say this: That these figures that I am 
giving you as to the cash which we hold in these accounts is before 
there has been any deduction for the administrative costs of our Office. 
Before we can say there is a certain amount available for paying the 
creditors of a particular debtor we have to deduct 20 percent to cover 
our overall administrative expenses, less whatever direct expenses 
have been incurred against that particular account. 

Senator Dirksen. Is that the allocation figure that you used, 20 
percent ¢ 

Mr. Creiguton. That is the allocation figure which our Comp- 
troller uses. 

Senator Dirksen. That isa minimum figure then, is it not? 

Mr. Cretcnton. Well, I did not arrive at that figure. It was made 
after certain studies. They thought that 20 percent would be enough 
to pay the expense—if we deducted that with our other deductions 
of carrying our program to a conclusion. 

Senator Dirksen. You may proceed, Mr. Creighton. 

Mr. Creicuron. I might say that when I speak of this 20 percent 
that we deduct from these enemy accounts, that deduction is only made 
from enemy accounts and it is not made from the accounts of the so- 
called technical enemies to whom we are returning property. The 
only amount we deduct for expenses of the Office from those accounts 
is what we call conservatory expenses, expenses which probably the 
claimant himself would have had to incur had he retained possession 
of the property and we had not taken it. 

Senator Dirxsen. Now No. 4. 

Mr. Creicuron. No. 4 is the German Government. We have 3,443 
claims filed against the German Government. We have in the ac- 
count of the German Government $1,500,000. The total amount of the 
claims is $670 million. Three hundred and fifty of those claims are 
expressed in foreign currency. The amount of foreign currency 
claims at the prewar rate of exchange would be $67 million, and the 
amount of the foreign currency claims at the postwar rate of exchange 
would be $3,350,000. 

Senator Dirksen. Generally, what is the nature of those claims? 

Mr. Creiauton. As I recall, those are generally bond claims against 
the German Government; it may be that some of the claims are what 
I call sort of restitution claims. There may be claims based upon 
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onfiscation by the German Government of a person’s property and 
what I consider more or less as tort claims. And my personal view 

this time is that those claims are not payable under the statute. 
Hlowever, there is a lot of difference of opinion upon that, Senator, and 
| don’t know whether I am right or wrong. 

Senator Dirksen. When you say bond, those are bonds issued by the 
German Government or by a province of the Government ¢ 

Mr. Crerenron. That is right, either by the German Government 

r bonds which have been guaranteed by the German Government. 

Senator Dirksen. Purchased in good faith by holders for money 

this country ¢ 

Mr. Creieuron. I would assume so; yes, sir. I don’t know the 

etails of the background or when they were purchased or anything 
about it. 

Senator Dirksen. So you have got $1,500,000 with which to—— 

Mr. Crerenton. Pay $670 million. 

Senator Dirksen. $670 million. Well, it will probably be just 

bout the cost of the paper, would it not 

Mr. Creiguron. I doubt if it would do that, sir. 

Senator Dirksen. Are you spending any time on these ¢ 

Mr. Creieuton. Very little, except answering such correspondence 
that may come into the Office with respect to them. 

Senator Dirksen. How voluminous is that correspondence ? 

Mr. Creianton. I would say it is fairly substantial, Senator. These 
claims have been on file a long time, and maybe a man owning a $100 
bond or a $200 bond writes a letter and says, “I filed my claim 3 years 
igo, or 2 years ago. When are you ever going to get around to acting 
upon it?” 

Senator Dirksen. What suggestion have you ? 

Mr. Creicutron. The suggestions I have made heretofore, namely, 
that any obligation of a foreign government not be paid under sec- 
tion 54. 

Senator Dirksen. Well, we are doing pretty well. We have dis- 
posed of 26,000 claims in the last three-quarters of an hour. 

Mr. Creiguron. I wish I could dispose of them as fast under the 
present procedures. 

Senator Dirksen. No. 5. 

Mr. Creiauton. I also might say with respect to these obligations 
of these foreign governments, Senator, that the legislative history of 
section 34 seems to indicate that one of the reasons why the debt claim 
provision of the statute was enacted was the assumption that most of 
the creditors were people who had granted credit based upon assets 
which the debtor had in the United States, and that that asset would 
have been available under local procedures for the payment of the 
debt if there was a default. 

Now, certainly that argument cannot be made with respect to the 
bondholders of a foreign sovereign government, because under our law 
a sovereign was always free from suit in the courts of our country, 
and certainly people did not buy foreign government bonds because of 
any asset which the government had in the United States; they 
bought them based upon their faith in the credit of the foreign govern- 
ment. 
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Senator Dirksen. It is essentially a gamble in the hope that maybe 
a larger interest return might eventuate some day ¢ 

Mr. Creiguron. That is right. 

Senator Dirksen. Now No. 5. 

Mr. Creiaguron. No. 5 is the Hamburg-American Line. We have 
1,300 claims filed aaginst that account. We hold cash in the account 
of $160,000. The amount of the claims is $1,100,000. One thousand, 
two hundred fifteen of those claims are expressed in foreign curre) 
cles. 

Senator Dirksen. How much cash have you? 

Mr. Creiguton. $160,000. Then, if those claims are 

Senator Dirksen. First tell us about the nature of those claims. 

Mr. Creiguron. A great many of those claims, Senator, if my re 
ollection is correct, represent refunds for tickets which were pur 
chased for transportation to the United States or some other place 
Most of them were paid for in marks and purchased in Germany, and 
they are the so-called ticket-refund claims. 

Senator Dirksen. In many instances, the original holders of the 
tickets are now dead and gone ¢ 

Mr. Creigutron. I would say that is true, or it may be that somebody 
bought a ticket for his relative or sent the money over to his relatives 
so that thev could get to the United States, and because of tr anspor 
tion facilities or the outbreak of the war, Germany would not let that 
individual out of Germany, or they just did not use the transporta 
tion. 

Senator Dirksen. What is the present status of the Hamburg 
American Line ¢ 

Mr. Creiguron. The Hamburg-American Line, as I recall, both the 
Hamburg-American and North German Lloyd, I believe are trying to 
reestablish themselves in business. And, as I understand it, if any one 
of these ticket-refund claims comes before them, and the claimant is 
willing to accept the postwar rate of exchange and the monetary re- 
form laws of Germany, they are paying those claims off. However, 
I don’t think they are paying these claims in dollars. They are pay- 
ing them in Deutsche marks, and under the foreign currency control 
regulations of Germany approved by our oce upation authorities, they 
cannot convert. those “5 irks at this time into dollar exchange. 

Senator Dirksen. Is that the old mark or is that the new mark that 
we set up? 

Mr. CreicHTon. No, sir; that is the new mark that was set up. 
You recall that they enacted what was known as a monetary reform 
law. It is a very complicated law. It provides for a revaluation of 
various and sundry kinds of accounts. In other words, if you had a 
bank account— 

Senator Dirksen. Well, we just washed out 90 percent of the value 
over there. 

Mr. CreicutTon. I would say that 90 percent was washed out, in 
order to put Germany on its feet. 

Senator Dirksen. How far has the reestablishment of this steam- 
ship line progressed ¢ 

Mr Creitcnton. I know nothing about that, Senator. I am told, 
and I know it is true of the North German Lloyd, and I think it is 
true of the Hamburg-American Line that they are attempting to take 
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care of these claims as they are presented to them. We always sug 
vest to these people when they write in about these accounts that we 
understand that these lines have an address at such and such a place 

New York, and we suggest that they communicate with the officers 
f the lines there. 

Senator Dirksen. Would the modification of section 34 be of assist 
nce in this matter also? 

Mr. Creienton. If you said that we did not have to pay claims 

‘ich were expressed in foreign currency it would get rid of 1,215 
f these 1,300 claims. I think that the balance of the claims are 
probably claims based on bonds issued by the Hamburg-American 
Line, but I don’t want to be held strictly accountable to that statement. 

We just haven't had time to analyze every claim that has been filed. 
We have tried to take them in categories and get a general picture of 
them. 

Senator Dirksen. Now No. 6. 

Mr. Cretcuton. No. 6 is the North German Lloyd. We have 900 
laims filed against the North German Lloyd. We have cash in the 
wccount of $120,000. The amount of the claims is $4,150,000, of which 
810 are expressed in foreign currency. And for the foreign currency 
claims at the prewar rate of exchange it would take $177,000 to pay 
them, and at the postwar rate of exchange $8,350. And I am sure 
that practically all of those claims are ste: amship passage claims. 

Senator Dirksen. No. 7 

Mr. Cretauron. No.7. We have the Toho Electric Power Co., Ltd. 

Senator Dirksen. Toho? 

Mr. Cretanton. Yes, T-o-h-o. It is Japanese. We have 1,222 
claims. 

Senator Dirksen. First, is that a utility in Japan? 

Mr. CreicutTon. That is a utility in Japan. We have 1,222 claims 
filed against it. We have — in the account of $16.65. 

Senator Dirksen. $16.6 

Mr. CretcuTon. The aunts of claims is $2,966,000. 

Senator Drrksen. Represented by what ? 

Mr. Creiauron. I would say that those are probably bond claims, 
Senator. That would be my best judgment, right now, and I haven't 
the details with respect to it. But we have $16 against which these 
claims are filed. 

Senator Dirksen. Don’t you think there would be a sporting in 
stinct in those 1,222 people if we could send them a postage stamp and 
say— 
Mr. CreiguTon. Senator, when they write a letter in to us on these 
we just don’t start in processing these claims, we just leave the claims 

n the file. It is such an impossible job and so useless and such a 
waste of money for us to write to them at this time. What we do, 
though, when they write in, is to give them the status of this account, 
and we enclose a postcard, a self-addressed postcard, saying, “Under 
these circumstances you may wish to withdraw your claim.” And 
we get a lot of withdrawals that way. We try to give the people 
the facts and point out to them under the present law, “If we ever 
get around to proc essing this claim of yours and this account you are 
going to get $3.35,” or, “You are going to get less than 1 cent. " Under 
the circumstances, wouldn’t you like to withdraw the claim?” 
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Senator Dirksen. What success have you had? 

Mr. Cretcuton. Well, we have had a great deal of success in getting 
withdrawals in cases where we point that out to the people, but some 
people say, “No, we will not withdraw.” 

Senator Dirksen. Well, when you accost these people with a let- 
ter, do you set it up in typical governmental language so that you 
need a couple of constitutional lawyers to tell what the letter means, 
or do you jus t say to them, * ‘Look. you will have to have a cheese 
knife to cut a nickel in two to find out what you are going to get. 

Mr. Creiguiron. We try to say it that way, Senator. I don’t know 
whether people think that we do or not. But we say to them that the 
statute provides so and so, that claims have to be paid pro rata, and 
we say that we have in this account $16.25, and that we have now 
1,222 claims filed, and the amount of the claims is blank number of 
dollars. “Under the circumstances, it appears that you will never 
get any benefit from your claim whatsoever. We would suggest, 
therefore, that you may desire to withdraw your claim.” We point 
out to them that “If you are not willing to withdraw, under our pro 
cedures you havear ight to a hearing.” 

Now, a lot of the people, if they are intelligent people or have a law- 
yer, we get a eard back. We enclose a postcard for the withdrawal, 
and we get back a withdrawal of the claim. 

Senator Dirksen. It might be most advisable to put a little para- 
graph in the letter to say that messing around with this is taking the 
time of two or three people at X dollars per month, and that it is 
simply going to increase your taxes by more than the claim. 

Mr. Creiguron. I am afraid that if I would write such a letter as 
that I might be up before some congressional committee for bringing 
pressure to bear upon people and things of that sort. 

Senator Dirksen. It is at least worth looking into. 

No. 8? 

Mr. Creicuiron. No. 8 is the Tokyo Electric Light Co., Ltd. 

Senator Dirksen. Tokyo? 

Mr. Creicuton. Yes, sir. I think that it might be that this Toho 
is a misspelling up there, and that may be Tokyo Electric Power Co. 
But in Tokyo Electric Light Co., Ltd., we have 860 claims. We have 
cash in the account of $30. The total amount of the claims is $3,- 
$82,000. Those are chiefly bond claims. 

Senator Dirksen. Bonds? 

Mr. Creiguron. That is my recollection, sir. 

Senator Dirksen. Have those claimants been circularized to give 
them the bad news as to—— 

Mr. Creiauton. Not unless they have written in, Senator. 

Senator Dirksen. You do not voluntarily circularize them? 

Mr. Creienton. No. We try to get out claims that we can do some- 
thing with and make some payments on and keep a few people happy 
who won't criticize us, rather than to process these claims in which 
nothing is going to accrue to the claimants. 

Senator Dirksen. Well, this might be a good project for the Byrd 
committee on nonessential expenditures, how to reduce expenses. This 
would be a good way, I think. 

No. 9. 

Mr. CreiGuron. Conversion Office for German Foreign Debts, 
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Senator Dirksen. What was that? 
Mr. Creiguron. Conversion Office for German Foreign Debts. 
Senator Dirksen. Conversion ¢ 
Mr. Creienton. That is right. We have 900 claims. 
Senator Dirksen. First tell us a little about the nature and function 
of this eflice. 
Mr. Cretenron. I don’t know whether I can, Senator, right at this 
ie. 
Senator Dirksen. Can anybody tell us? Can you tell us about the 
iture and function of this office, the Conversion Office for German 
Foreign Debts? Is it a German agency ¢ 
Mr. Creieuron. It is a German governmental agency that was set 
ip for the purpose of servicing certain kinds of foreign debts which 
» Conversion Office took over or guaranteed, or something of that 
I don’t recall the details. 
| believe, since my memory has been refreshed, that this was an 
flice that was set up back in the old days under the Dawes reparation 
in, the Dawes or the Young plan. And the Conversion Office 
guaranteed the debt, or assumed the obligations of private corpora- 
tions in Germany which had issued bonds. ‘The private corporations 
aid certain amounts of marks into the Conversion Office, and the 
Conversion Office became then primarily liable. I hope you will not 
say that—— 
Senator Dirksen. This is a holdover office from World War I days? 
Mr. Creiguron. From post-World War I days. It was something 
reated during the moratorium, and Germany was having a terrible 
time. It is a German office, and I am not well enough informed to 
vive you a real definite statement on it. I could supply information 
for the record to you on what it is. 
Senator Dirksen. I think it would be well, so that we have a good 
concept of, first, how this office was created, what its functions and 
responsibilities and duties are, and so on. Now, it must have some 
authority because how could you file a claim against that kind of 
office unless it had some authority ¢ 
Mr. Creicuton. It must have had some obligations, that is right. 
Senator Dirksen. That is right. 
Mr. Creteutron. And I believe that it issued bonds in this country 
pursuant to its organization, and that these are bond claims against it. 
Senator Dirksen. All bond claims ? 
Mr. CretcHtTon. That is my impression ; yes, sir. 
Senator Dirksen. Guaranteed by the German Government ? 
Mr. Creicuton. I would not say so, but I am not sure about that. 
(The information referred to is as follows :) 


STATEMENT CONCERNING NATURE OF CONVERSION OFFICE FOR GERMAN 
FOREIGN Depts 


The Conversionskasse fur Deutshe Auslandsschulden (Conversion Office for 
German Foreign Debts) was created under a German law of June 9, 1933, as a 
public corporation under the supervision of the Managing Board of the Reichs- 
ank. Under this law, virtually all German debtors on foreign currency obliga- 
tions, largely comprising dollar bonds, were prohibited from making interest 
payments directly to creditors in the designated foreign currency and instead 
were required to pay the reichsmark equivalent of such interest to the Conversiou 
Office. Prior to July 1, 1934, the Conversion Office was empowered to issue 
non-interest-bearing reichsmark certificates of indebtedness, or scrip, and to 
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offer such securities to the foreign bondholders along with a certain percentage 
of the foreign currency in satisfaction of specific interest coupons for a particular 
period Subsequent to July 1, 1934, complete prohibition on the payment of 
foreign exchange went into effect and, thereafter, interest obligations were 
“met” by offers of the Conversion Office to issue 3 percent 20-year dollar bonds 

It is to be noted that many of the section 34 claims asserted with respect to 
the Conversion Office are based upon alleged obligations of the German Govern- 
ment and have been filed gainst the Conversion Office on the premise that it 
was a direct instrumentality of that Government. 

Senator Dirksen. Incidentally, I meant to ask you, how many of 
these may have been guaranteed by a government that antedated the 
Hitler government over there in 1933 ? 

Mr. CreieHtron. That I couldn’t tell you. 

Senator Dirksen. There is no indication of that situation, is there / 

Mr. Creicuton,. It is probable that certain of these bonds of indus 
trial concerns over there were guaranteed by the German Govern- 
ment, the pre-Hitler government. 

Senator Dirksen. Now, how many claims are involved here? In 
this Conversion Office ? 

Mr. CreicuHron. There are 900 claims. We have $64,000 in the 
account. The total amount of the claims is $10 million. Of the 900 
claims, 135 are expressed in foreign currency, and at the prewar rate 
of exchange they would be valued at $1,500,000; at the postwar rate of 
exchange, at $75,000. 

The next, No. 10, is the Deutsche Bank. 

Senator Dirksen. Was that the Central Bank over there ? 

Mr. Creicuron. No, sir; it was not. It was a private banking in 
stitution. 

Senator Dirksen. It was one of those 4—D banks ? 

Mr. Creicnron. That is right. We have 733 claims filed against 
that. We have in the account $115,875. The total value of the claims 
is $3,200,000. Seven hundred are foreign-currency claims, and at the 
prewar rate of exchange they would be valued at $2 million, and at 
the postwar rate of exchange at $100,000. Now, most of those claims, 
I believe, are claims for mark deposits which people had in that bank. 

Senator Dirxsen. Old marks? 

Mr. Cretontron. Old marks. Of course, under the German mone 
tary law they were revalued. They were cut down to, I think under 
that law, 6.5 per hundred. They received 6.5 deutschemarks for each 
100 Reichsmarks. 

Senator Dirksen. No, 11? 

Mr. CreieHron. That is the Dresdner Bank. 

Senator Dirksen. That is also one of those 4—D banks ? 

Mr. Creicuton. That is right. There are 550 claims and cash in 
the account of $43,286. The total amount of the claims is $23 mil- 
lion. Five hundred of the claims are expressed in foreign currency; 
at the prewar rate of exchange they would be valued at $15 million, 
and at the postwar rate of exchange $750,000. 

Senator Dirksen. What is the nature of those? 

Mr. Creicuton. Those are chiefly currency deposits, and there may 
be some claims included in this—no, I think they are all currency, 
or maybe some securities. The security claims are for the value of 
the securities which the claimants had on deposit there. 
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Senator Dirksen. When you say “deposit” that means deposits 
by people over here in the Dresdner Bank by mail, no doubt, or by 
orresponding with the bank over there / 

Mr. CreieuTon. I would say a great many of these claims are filed 
by refugees, Senator. I don’t know, but I would say that they were 
Germans who left Germany, who came over here, and they had a 
leposit in those banks and they were not permitted to bring it with 
them and they are making a claim. 

Senator Dirksen. In the case of these banks, are any of the claim 
ints American banks ? 

Mr. Creiguton. That I cannot tell you, sir. We could probably 
find out, but I would say probably not. It might be that some of these 
claimants may be American banks who had claims against the Ger 
man banks because they were secondarily liable under the old stand 
still agreement; that is, they had made a loan to a German industrial 
corporation and under the standstill agreement a certain bank guaran- 
teed that loan. Upon reflection I feel quite certain that some of these 

claims must be that type of a claim, Senator. 

Senator Dirksen. Why would it not be a good idea to set up a pub- 
lic relations division and call it the Committee for the Surrender of 
Claims in the Interest of American Solvency, and just waste a little 
time and postage stamps and from well-drafted letters sent to these 
people to get them to surrender on the ground that they will get noth 
ing anyway, and that it encumbers the books, and that it is costing 
the Federal Government money to even carry them and make the 
entries, if they have to, from time to time. 

Mr. Creieuton. That might be a very good idea, but I think Con- 
gress can take care of it with less expense by passing legislation, 
Senator. 

Senator Dirksen. Probably so, but on the other hand Congress 
never wants to be captious or summary about the rights of people, be- 
cause those must be respected, and more often than not, when it is put 
on a sporting basis, people readily see it. They do not feel that by 
some fiat act on the part of Congress their rights have suddenly been 
extinguished. It is always one of those rather delicate things you en- 
counter. 

Mr. Creicuron. That is true. But as I look at it, insofar as these 
debt claimants are concerned, a great majority of them, you gave 
them a right which they did not originally have. 

Senator Dirksen. The only trouble with that philosophy, Mr. 
Creighton, is that they thought they had the right. 

Mr. Creicuton. Well, I do not know whether they thought they 
had the right. I cannot think that anybody who had a claim on a 
foreign government, a bond claim, thought he had a right to attach 
the assets of the foreign government in the United States to pay : 
bond obligation. 

Senator Dirksen. You see, in a sense—and I am not insensible of 
the other equities that are involved here—we are really in the business 
of a vast collection agency, are we not ? 

Mr. CretcnTon. Sort of a vast collection agency and a vast, more 
or less, bankruptcy court under a cumbersome statute. 

Senator Dirksen. That was No. 11. Did you have any additions to 
the list ? 

41389—54—pt. 1——-14 
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Mr, Crercuton. Then I can give you another list. 
Senator Dirksen. This was list No. 1. 

Mr. Creicuron. I gave you list No. 1, 11 accounts. 

Senator Dirksen. Eleven accounts. 

Mr. Creiguton. [ can give you another list. This list represents, 
generally, bond claimants, and most of them are based on dollar bonds 
and have been filed against various German corporations. 

(The information referred to is as follows:) 














List of insolvent accounts in re 8 pe ct of which 500 or 


filed 







more debt claims have been 


Amount of 





Amount of 






Number foreign foreign 

Number Cash in Amount of of foreign ey CnTenay 
pred en anne currency claims at claims at 
claims prewar postwar 

rate of rate of 
exchange exchange 
































kohama Specie Bank 
Ltd 9,000 | $9, 000, 000.00 | $49, 000, 000 8, 500 | $38, 750, 000 $430, 000 
Sumitomo Bank, Ltd 9, O10 634, 477. 50 17, 000, 000 9, 000 16, 000, 000 185, 500 
3. Japanese Government 4,794 1, 563, 831. 94 159, 000, 000 230 8, 000, 000 92, 225 
4 Ge an Government 3 443 1, 509, 000. 00 | 670, 000, 000 350 67, 090, 000 3, 350, 000 
5. Hamburg-American Line 1, 300 160, 000. 00 1, 100, 000 1, 215 723, 000 36, 000 
North German LI] j 900 120, 000, 00 4, 150, 000 810 177, 000 8, 350 
7. Toho Electric Power Co 
Ltd 1, 222 16. 65 2, 966, 000 
8 okyo Electric Light C 
Ltd 860 30. 00 3, 482, 000 
», Conversion Office I 
German Foreign Debt 900 64, 000, 00 10, 000, 000 135 1, 500, 000 75, 000 
Deutsche Bank 33 115, 875. 38 3, 200, 000 700 2, 000, 000 | 100, 000 
Dresdner I k 550 43, 286. 00 23, 000, 000 500 15, 000, 000 750, 000 


21, 440 









Senator Dirksen. Suppose we suspend 
period and come back at 2 o'clock. 

(Whereupon, at 12:10 p. m., the subcommittee was recessed, to be 
reconvened at 2 p. m., this same day.) 


at this point for the lunch 







AFTERNOON SESSION 


Senator Dirksen. The committee will resume. 













TESTIMONY OF THOMAS H. CREIGHTON, JR., CHIEF, CLAIMS 
BRANCH, OFFICE OF ALIEN PROPERTY, DEPARTMENT OF 
JUSTICE, ACCOMPANIED BY LEON ULMAN, ASSISTANT CHIEF, 


CLAIMS BRANCH, AND IRA KIRKLAND, CHIEF, APPEALS AND 
OPINIONS SECTION—Resumed 


Senator Dirksen. I think we were about to start on list No. 2, were 
we not, Mr. Creighton ? 

Mr. Creitenron. That is correct, sir. The following list I will read 
into the record. 


Senator Dirksen. Just give us a general notion about this list 
No. 2 





Mr. Creicutron. This is a list of German cities and corporations and 
municipalities against which bond claims have been filed. 
Senator Dirksen. Are these all bonds? 
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Mr. Cretanron. These are all bonds. That is, there might be an 
exception here and there, but generally speaking they are all bonds. 
Senator Dirksen. In other words, these, then, are the claims of 
people over here who are the holders of bonds that may have been 
sued by areas and agencies like the Bavarian Government? 
Mr. Creiairron. That is r ight, the city of Berlin—— 
Senator Dirksen. The city of Berlin and the city of Cologne and 
so forth ? 
Mr. Creiauron. And some private business enterprises. 
Senator Dirksen. That gives us a brief idea. 
Mr. Creiguron. Central Bank of German State and Provincial 
Banks, Inc. We hold in that account $3,817.44, and the value of the 
laims filed against the account is $54,000. 
Senator Dirksen. How many were filed there? 
Mr. Creicuron. In this list I haven’t got the number of claims, 
t included in the whole list there are approximately 5,000 claims 
iwainst these varlous—— 
Senator Dirksen. In list No. - 
Mr. Creigunron. That is right, s1 
2 225 Senator Dirksen. By the way, cembd these be private bonds or was 
5, 000 this a Government bank? 
T Mr. Creicutron. Well, this, I think, is a private bank of some sort. 
Senator Dirksen. Yes; very well. 
Mr. Creieuron. Berlin City Electric Co., we hold in that account 
, 000 $16,500, and the value of the claims is $400,000. 
oo Senator Dirksen. Will you give me those figures again ? 
: Mr. Creicuton. We hold $16, 500, and the value of the claims is 
MOO 000, 
Senator Dirksen. Yes. 
Mr. Cretcuton. The city of Berlin. We hold $4,800, and the 
claims amount to $800,000, 
Senator Dirksen. What is the value, if there is any value of these 
securities in the market today 4 
Mr. Creianron. I cannot say, Senator. I don’t know whether 
they are even traded in the market tod: vy. I have no information on 
the subject. They might have subst antial value or might not. 
Senator Dirxsen. In your researches, what account has the new 
Government at Bonn taken? Does it admit the validity of these, or 
does it undertake at some future date, perhaps to—— 
Mr. Creiguton. That is a matter which has been handled by the 
State Department, but I believe there was enacted in Germany some 
sort of a revalidation law in which all bonds had to be submitted for 
revalidation. I do not know anything about the details of that law; 
[ haven’t gone into it, but as you know there has been going on for a 
year or more conferences held in London in which Germany and 
many other countries participated with respect to concluding some 
debt agreement with Germany. All those negotiations have been 
handled by the State Department. 
Senator Dirksen. What conferences or contacts have you had with 
the State Department relative to these, if any ¢ 
Mr. Creiguron. I have attended one or two conferences with re- 
spect to it, Senator, for the purpose of pointing out some of the preb- 
lems that I thought might arise in our program as a result of that 
agreement. 
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Senator Dirksen. Who in the State Department has been adminis 
tering this matter ? 

Mr. Creieuton. I cannot recall his name, Senator. The name of 
the man who has presided over the conferences that I have attended 
begins with “R,” but I just cannot recall his name. I think there is a 
hearing being held today before the Senate Foreign Affairs Com 
mittee with respect to this particular agreement, which Senato: 
Langer said that he had to attend. 

Senator Dirksen. Yes. You may proceed. 

Mr. Creiguron. Berlin Electric Elevated and Underground Rail 
road Co. We had $2,690 in the account, and the claims filed against 
that account total $200,000. 

The city of Cologne, we have $2,706. Claims filed against the 
account are 980,000. 

Consolidated Municipalities of Baden, we have $750, and the claims 
filed against it amount to $65,000. 

The Deutsche Bank und Diskonto Gesellschaft, we have approxi 
mately $17,000 in that account, and the claims filed against it are 
$2,500,000. 

The city of Dresden, we have $1,629, and I believe the claims 
filed against that are $35,000. 

Dortmund Municipal Utilities, we have $1,272, and I do not know 
the amount of claims filed against that account. The figure is not 
here, sir. 

Electric Power Corp., we have $4,224, and the claims filed against 
that amount to $30,000. 

The city of Duisburg, we have $2,296, and the claims filed against 
it are $85,000. 

East Prussian Power Co., we have $1,673, and the claims filed 
against it are $288,000. 

The Free State of Bavaria, we have $4,018, and I have not the 
amount of the claims filed against that particular account. 

The Free State of Prussia, we have $13,063, and the claims filed 
against it amount to $600,000. 

German Consolidated Municipal Loan, we have $7,352.59, and the 
claims filed against it amount to $700,000. 

German Provincial and Communal Banks, Consolidated, we have 
$7,860, and the claims filed against it amount to $100,000. 

General Electric Co. of Germany, we have $4,396, and the claims 
filed against it are $1 million. 

Senator Dirksen. How many of all of these do you have? We can 
probably just insert them in the record. 

Mr. Creicuton. Yes. Well, I will have about twenty. 

Senator Dirksen. Are they in a form so they can be submitted ? 

Mr. Creicuton. They are not in that form. I can give you the list 
for insertion in the record. 

Senator Dirksen. That will be fine. Can you submit those without 
much delay ? 

Mr. CreicuTon. Yes, sir. 

Senator Dirksen. Very well. 

Mr. CreicuTon. I will have them available, I think, tomorrow. 

(The information referred to is as follows :) 
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t of German dollar bond obligors in respect of which some vested assets are 


{Data compiled in connection with claim status inquiries] 


Obligor 


ral Bank of German State and Prov 
unks, Inc (Deutsche Landesbanken- 
trale 
n City Electric Co 
City of 
n Elec. Elev. 
ne, City of 
olidated Municipalities of Baden 
den, City of 
tmund Municipal Utilities 
ectric Power Corp. El(ektrowerke Aktien- 
ssellschaft) 
uisburg, City of 
t Prussian Power Co 
e State of Bavaria 
ee State of Prussia 
Free State of Anhalt 
erman Consolidated Municipal Loan.. 
terman Provincial & Communal Banks 
onsol. Agr. Loan 
ten. Elee. Co. of Germany (Allgemeine Elek- 
tricitats Gesselschaft) 
man Atlantic Cable Co 
in Central Bank for Agriculture 
erman Savings Bank and Clearing Assoc. 
Consol, Munic. Loan) 
burg Electric Co 
imburg Elevated and Underground Street 
Railways 
famburg, State of 
over, City of 
{anover, Province of 
Free and Hansea Town of Bremen (see State 
of Bremen, below) 
Free State of Oldenburg 
Iiseder Steel Corp 
Karstadt, Rudolph, Ine 
Koholyt Corp 
Aipzig, City of 
eipzig Overland Power Co 
Leipzig Trade Fair Corp 
Mannheim & Palatinate Elec. Co 
Munich, City of-. 
Nuremburg, City of 
rovineial Bank of Westphalia 
Rhine-Main Danube Corp 
thine Westphalia Elec. Power Corp 


& Underground R. R 


saxon Public Works, Inc. 

siemens & Halske A. G 

Siemens Schuckertwerke A. G 

tate of Bremen (Free Hanseatic City of 
Bremen). 

nited Stee] Works (Vereinigte Stahlwerke) 
nterelbe Power & Light Co 
sten Elec. Ry. Co-- 

Wuerttenburg, State of. 


Approximately unliquidated. 
? Approximate. 


available 


14494, 18421 


15284, 16320 
17266, 17312 
15268 
15268, 18138, 
14494, 18422 
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18128 
15268 


15268 
15268. 
18367 
17286 
16672 
15268 
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2, 1953 
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. 1983 
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$54, 000 


400, 000 
800, 000 
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85, 000 
, 000 


000 
, 000 
000 


000 
000 
000 


000 
000 


000 
000 
000 
000 


138, 000 
157, 500 
125, 000 
87, 000 
400, 000 
45, 000 


25, 000 
150, 000 
185, 000 

40, 000 
466, 000 

65, 000 
170, 000 


650, 000 

, 000, 000 
2, 000, 000 
138, 000 


200, 000 
38, 000 
13, 000 

242, 000 


Senator Dirksen. In connection with some of these, take, for in- 
stance, this property in Dortmund, in Duisburg and in Cologne. 
Those are in the areas of heavy attack and insofar as my own observa- 
tions go it would appear to me that those utilities were just virtually 
destroyed. They may have had some underground installations that 


were saved out of the wreckage, but it was a pretty thorough - 
I am wondering now whether they have been reestablished and 
whether there is any validity to these bonds at all, whether under any 
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circumstance a complainant could get anywhere, even if there were 
a little cash ¢ 

Mr. Creicuron. I do not understand what you mean, get anywhere. 

Senator Dirksen. Well, you have got a little dab of 1 money there, 
let us say, 2,3, or4 percent. What hope do you see of reé ilizing further 
on the assets side on these? 

Mr. Creienton. I see in none of these accounts any hope of realiz- 
ing any additional assets that will come under our control, Senator. 

Senator Dirksen. So we can virtually conclude that there i is little 
or nothing to be added to the kitty. 

Mr. Creicuron. That is my opinion. 

Senator Dimxsen. And the only question is who gets what little 
is there. 

Mr. Creiguron. That is correct, sir. 

Senator Dirxsen. But I can see nothing on the asset side, particu 
larly in those areas. I do not know how it would be prevented. 

Mr. Creiguron. And it might be that under this debt agreement, 
if it is ever entered into, many of these claims may be withdrawn. I 
know nothing about the details of it. That is, I know generally about 
the details but I don’t think it is my place to discuss those details un 
til it does become an agreement, and it is my understanding that it is 
a matter which will be submitted to the Congress for its considera- 
tion. 

Senator Dirksen. Now, Mr. Creighton, in gross, we have been dis- 
cussing this morning and afternoon, roughly, about 35,000 claims 
out of a remaining total of 47,000. 

Mr. Creiguron. 43,000. That is the number of debt claims. 

Senaor Dirxsen. Yes, sir. Now, just give us a word about the 
remaining 12,000, or thereabouts. 

Mr. Creiguron. The remaining 5,000, approximately. 

Mr. Narrn. 6,000. 

Senator Dirksen. 5,000 or 6,000, that is right. 

Mr. Creienron. I am not in a position, Senator, to give you any 
details with respect to those particular 5,000 claims. Some of them 
may be additional bond claims in which there is an isolated claimant 
against some corporation or municipality. Some of them may be 
claims that are filed against some concern maybe pension claims filed 
against German insurance companies or insurance claims. We have 
quite a number of claims for insurance that are filed against German 
insurance companies under contracts of insurance. ‘I don’t know 
how many of them, but I would say several hundred. 

We have a good many pension claims that are filed by former em- 
ployees of German corporations who are claiming pension rights grow- 
ing out of termination of their employment by reason of discrimi- 
natory decrees. 

They run the whole gamut. 

Senator Dirksen. Now, with respect to that residue of claims, what 
do you see by way of a verification procedure that could expedite their 
disposition, taking into account, of course, certainly claims where 
you have a variety of interests / 

Mr. Cretcuton. I see very little. Take the pension claims, for 
example. A man files a pension claim based upon what he alleges 
was the prewar rate of exchange without any regard to the monetary 
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eform laws of Germany, or says that he had a claim which was 
payable in old marks and he m: Ly ‘have made some oa of a settlement 

vith the company under the restitution laws of Germany, and we have 
to go into the revaluation laws, the monetary reform laws, because they 

rovide that in certain types of pensions the amounts which accrued 
under the pension agreement prior to such and such a date shall be 
converted at a certain rate of exchange, and that the payments which 
became due after another date shall be converted at a different rate 
of exchange, I simply cannot see how you can, by legislation, except 

I have heretofore pointed out, help us in this claims program by 
nitiating what you call, or what has been called, a verified claims 
procedure. 

It is not so much the evidentiary problem that worries us as it 1s 
the legal problem. And I don’t know how we can escape the legal 
problems, Senator. 

Mr. Narn. You speak only in regard to the 6,000 remaining claims. 
. iat statement would not apply to the others we have discussed with 

‘spect to the Yokohama Specie Bank ¢ 

“Mr. CreicutTon. I think it applies with respect to the Yokohama 
Specie Bank claims too. While we have evidentiary problems we 
have legal problems, namely, the rate of exchange, w hether they are 
dollar claims or whether they are yen claims. The questions which 
the lawyers raise are legal problems. I may have my opinion upon 
what the law but someone disagrees with me, and some day that 
legal question ae to be determined. Under the present law, it is 
determined first in our office by our hearing examiners. If they don’t 
accept my view of the question, then it goes to the Director, and then 
after we have processed all the claims against that particular debtor, 
then they can go to the court and have it reviewed. 

To me, under the debt claim statute as it now exists, the winding up 
of all of these debt claims is a task that is insurmountable. 

Nr. Natrn. Under the present law, but we asked if there was not a 
possibility that the law could be amended so that these claims could be 
disposed of. Now, if you had this verified claim in the Yokohama 
Specie Bank and there had been a legal determination by statute as 
to the rate of exchange, and a date for the rate of exchange, then you 
would have what we know in the law as a liquidated claim. If you 
file a verified liquidated claim in court, and you don’t get an answer, 
you can take a judgment. You cannot take a judgment on an un- 
liquidated sum. 

Mr. CreigHron. Who files the answer? The claim is made against 
the Government of the United States. The Office of Alien Property is 
the defendant. He is the only man that can answer. 

Mr. Nairn. That is true, but if there were a statute which provided 
that where there was a liquids ated sum that there would be no answer 
filed against a claim for $500 and under or $1,000 and under—— 

Mr. Cretcuton. Mr. Nairn, if Congress wants to pass a statute 
which says that at any time a claimant files a verified notice of claim in 
which he states that “there is due me so many yen that is payable by 
the Yokohoma Specie Bank, I am a resident of the United States, and 
was a resident of the United States during the entire period of war,” 
and so forth, and so on, and it directs me to pay that, all right it can 
be paid. But remember, you are going to have 18,000 of that type of 
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claim under your present workload here, and they are going to 
range from 50 cents up. And even to draw a check, let alone index a 
claim when it comes in, to draw a check will cost the Government 15 
or 20 times more than the man will receive. That is the reason I say 
that I do not believe that if you would repeal the entire statute very 
many people would suffer any substantial loss. 

I don’t think a verified small claims procedure is what we are look 
ing for in this situation. It is not the answer to the problem. It 
would be helpful, maybe, if you change the law and provide that if 
we are eventuaily going to pay the claim, but I don’t think that is 
the answer to our proble m. 

Senator Dirksen. Tell me what has been your experience insofar 
as assignment of claims is concerned? Do you recognize assignments 
oste nsibly for value? 

Mr. Creicuron. We do not; no, sir. 

Senator Dirksen. It has to be the original claimant ? 

Mr. Creiguton. It has to be the original claimant or the successor 
in interest by operation of law, by succession or testate succession or 
otherwise, and it has been held that the Assignment of Claims Act 
applies to property which we hold. 

Senator Dirksen. Insofar as you know, has there been any assign 
ment of these claims ? 

Mr. CreicutTon. Many. 

Senator Dirksen. There have been ? 

Mr. Creicuton. We have people all the time claiming property 
by reason of assignment made by an ineligible claimant in Germany to 
a relative in the United States. It is not an isolated case. There are 
many of them. 

Senator Dirksen. You do not recognize them ? 

Mr. CreieguTon. We do not recognize them at all, sir. 

Senator Dirksen. You will have torefresh me. Is there a provision 
in the statute with respect to assignments ? 

Mr. Creicuton- Well, it says that the property held by the Alien 
Property Custodian tn il] not be subject to garnishment, writ of attach- 
ment, assignment, or otherwise. 

Senator Dende: So, by implication— 

Mr. Creiguron. And the statute says that you can return to the 
person who was the owner thereof at the time of seizure or vesting or 
his suecessor in interest by operation of law, and it has been held by 
the courts also that the general statute against the assignment of 
claims against the United States had applic ation to the property which 
we hold, that these are claims against the United States. 

Mr. Utman. If I might supplement that by adding that the legis- 
lative history contains an explicit statement that the provision re- 
lating to succession of interest by operation of law was intended to 
prevent assignments in violation of the Assignment of Claims Act. 

Senator Dirksen. Thank you. 

I wonder now, for purposes of the record and for the information 
of Congress, can you just take a case history of one claim and take 
it through your whole procedure so that we get a pretty fair idea 
of how the matter operates? 

Mr. Cretauton. When a claim first comes into the Office it goes to 
our Records Section. 
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Senator Dirksen. Yes. Incidentally, 1 suppose these come in in a 
letter form, very likely ? 

Mr. Creicuton. No; we havea form. ‘There has been promulgated 
a form upon which claims must be filed. 

Senator Dirksen. So, if you do get an inquiry a form goes back? 

Mr. CreicutTon. A form goes back and we get many cases in which 
claims are what we call informally filed. People write in and in 
those cases, we have given a very liberal construction to the limita- 
tion statute. While our rules of procedure provide that claims must 
be filed on the forms prescribed by the Office, if we have an informal 
laim filed with us within the statutory period, we waive the filing 
of the formal form, provided the formal claim is filed within a 
specified time. 

Senator Dirksen. Would you submit a copy of the form for the 
record ¢ 

Mr. Creignton. Yes, sir. Both of the debt and title claims? 

Senator Dirksen. Yes. 

(The information referred to is as follows :) 


{Form APC-1A (Instructions), Supplementary Revision] 
UNITED STATES OF AMERICA, DEPARTMENT OF JUSTICE, OFFICE or AI IEN PROPERTY 


SUPPLEMENT No. 1 TO EXPLANATION AND INSTRUCTIONS FOR Form APC—1A 
( REVISED ) 


REVISION OF INSTRUCTIONS (1) 


(1) Limit on time for filing claims.—Pursuant to Public Law 874, 80th Con 
gress, April 30, 1949, or two years from the date of vesting, whichever is later, 
has been fixed as the last date for filing claims for the return of vested property. 
Tert of Section 33 of the Trading with the Eenemy Act as revised July 1, 1948 

“Spe, 33. No return may be made pursuant to section 9 or 32 unless notice 
of claim has been filed: (a) in the case of any property or interest acquired 
by the United States prior to December 18, 1941, by August 9, 1948; or (b) 
in the case of any property or interest acquired by the United States on or 
after December 18, 1941, by April 30, 1949, or two years from the vesting of 
the property or interest in respect of which the claim is made, whichever is later. 
No suit pursuant to section 9 may be instituted after April 30, 1949, or after 
the expiration of two years from the date of the seizure by or vesting in the 
Alien Property Custodian, as the case may be, of the property or interest in 
respect of which relief is sought, whichever is later, but in computing such two 
years there shall be excluded any period during which there was pending a suit 
or claims for return pursuant to section 9 or 32 (a) hereof.” 


[Form APC-1A (Instructions) |] 
UNITED STATES OF AMERICA, DEPARTMENT OF JUSTICE 
OFFICE OF ALIEN PROPERTY 
EXPLANATION AND INSTRUCTIONS FoR ForM APC—1A (REVISED) 
(NOTICE OF CLAIM FOR RETURN OF PROPERTY) 
(Read this explanation before filling out the form) 

(A) Who should use this form.—Use this form (APC—-1A) if you want to 
apply for the return of property which has been taken by the Alien Property 
Custodian or the Attorney General of the United States. If you have already 
filed a claim for your property on some other form (for example, Form APC-—1, 


APC-16, or APC-17), you do not need to file again on this form unless you are 
requested to do so. 
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(B) How to fill out the form.—Instructions on how to fill out the form are 
given below. Before you fill out an item, read the instruction that goes with it. 
If you cannot supply all the information requested, supply what you can. If an 
item does not apply to you, write “inapplicable.” 

(C) Lack of space If you do not have enough space on the form to answer a 
question, put the rest of your answer on a supplementary sheet of paper, and 
write the words “see supplement” on the form. Mark each answer on the supple 
ment with the number of the item to which it relates. Attach one copy of the 
supplement to each copy of the form. 

(D) Further correspondence.—The Office of Alien Property will acknowledge 
the receipt of notices of claim, and will ask for any further information that it 
needs for the consideration of your claim. No further action on your part is 
necessary unless requested by letter. 

(E) When property will be returned.—Vested property will be returned only) 
in cases where the Attorney General of the United States finds that the law per- 
mits it For your information, the text of sections 20, 32, and 33 of the Trading 
with the Kknemy Act, which govern returns, is reprinted at the end of the in- 
structions. 

(I°) Filing fees.—The Office of Alien Property makes no charge for the filing 
of this claim. 

(G) What to do with the form.—Fill out all three copies of the form. Keep 
the “claimant’s copy” for future reference, and file the copies marked “orig- 
inal” and “duplicate.” The “original” and “duplicate” copies should be sent 
to the Office of Alien Property, Department of Justice, Washington 25, D. C., 
unless you receive instructions advising you to send them to a certifying agency 
of a foreign government. 

(H) Victims of enemy oppression.—Property can now be returned in certain 
cases to residents and citizens of enemy countries who were victims of enemy op- 
pression. See subdivisions (C) and (D) of section 32 (a) (2) of the Trading 
with the Enemy Act printed with these instructions. 

If you claim to be affected by the provisions relating to enemy oppression, set 
forth the facts of your case in a supplement to Schedule 9A, and with respect to 
a former owner, in a supplement to Schedule 10A, of the form. State precisely 
when, where, and how you, or the former owner, were deprived of liberty, prop- 
erty or rights of citizenship. Give the citations of the laws, decrees, or regula- 
tions involved and supply copies of any relevant official document in which your 
name, or the name of the former owner, appears, or explain why you cannot ob- 
tain them. 

(1) Limit on time for filing claims.—A new section of the Trading with the 
Enemy Act limits the time when claims may be filed. For most claims on Form 
APC-1A the time will expire on August 8, 1948, except Italian claims which in 
most instances must be filed by July 31, 1949. 

(J) How to file debt claims.—Do not use Form APC—1A if you are claiming a 
debt owed by someone whose property was taken by the Alien Property Custodian 
or the Attorney General. Write for the debt claim form, APC-1C. Forms 
APC-1A and APC-1B are for persons who claim title to property, or an interest 
in property, which the Alien Property Custodian or the Attorney General has 
taken 


SPECIFIC INSTRUCTIONS 
(Put these instructions beside your form APC-—1A while you are filling it out) 


Item 1. Claimant’s name.—In answering Item 1 (a) of Form APC-—1A list all 
names under which you have engaged in business since January 1, 1942. An 
individual claimant shall include the name of any partnership, association, joint 
venture, or sole proprietorship with which he has been associated in a proprietary 
capacity. A corporate claimant shall include any other corporate name or the 
name of any predecessor corporation under which the corporation or its prede- 
cessor has operated since January 1, 1942. 

If the claimant uses more than one address, give them all, marking them 
“nermanent resident address,” “mailing address,” “business address,” etc. If 
only one address is given, it must be the permanent residence address of an in- 
dividual claimant, or the principal business address of a corporate claimant. 

Item 2. If you name an agent, correspondence and notices concerning the claim 
will be sent to your agent instead of to you. 

Naming a person as agent does not authorize him to execute your notice of 
claim, or to receive a return of property on your behalf. If either of these is de- 
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sired, attach an original power-of-attorney which gives your agent the necessary 
authority. ? 

Item 3. Give the name of every attorney in law or in fact, and every agent or 
representative, wherever located, who has been retained to represent you in 
the matter of this claim. State, if known, the fee or fees to be paid to each, or 
the terms of any fee contract, or, if in writing, furnish a copy thereof. A fee 
to a firm or partnership may be stated as a lump sum. (See section 20 of the 
lrading with the Enemy Act, as amended, following these instructions). 

Item 4. A valuation of the property claimed is necessary to determine whether 
the fees paid for handling the claim are in accordance with law. If there is no 
market value, give the amount which you would voluntarily accept in exchange 
for the property. If no valuation is possible on either basis, you may insert the 
following certification in the place for a valuation: “I certify that the attorneys’ 
fees stated above do not exceed ten percent of the value of the property claimed.” 

lem 5. You are not required to supply the information requested by Item 5 if 
you have listed all names under which you have engaged in business since Jan- 
uary 1, 1942, in Item 1. 

Item 6. No instructions. 

Item 7. There is no set form for identifying the property claimed, but the iden- 
tification must be sufficiently specific to inform this Office what property you want 
to have returned. If you are not the sole owner of the property, state how much 
of it you own (for example, a one-half interest). 

In the case of patents, patent applications, trademarks, and copyrights, give 
patent office and copyright numbers, if known. Also give the name of the inven- 
tor of any patent or patent application, and the author and title of any copy- 
righted work. 

Item 8. Answer “yes” if there is a mortgage on the property, or someone has an 
option to buy the property from the claimant, or if the claimant’s interest is 
limited to the claimant’s life or to a term of years, and in like cases. 

Item 9. The answers to this item are intended to show whether or not the 
claimant is eligible under the law to receive a return of property (see section 32 
(a) (2) of the Trading with the Enemy Act, following these instructions). 

There may be some cases in which the claimant is neither an individual (or 
group of individuals) nor a corporation. In that case, use a supplement and ex- 
plain in your own words why you think the claimant is eligible under the law. 
For example, a supplement should be used if the claimant is the government of a 
foreign country, or a department of a foreign government. 

But do not use a supplement unless you have to. Schedule 9A should be used 
by all kinds of groups of individuals, and 9B should be used by all kinds of cor- 
porations or associations, including companies and societies. 

Item 10. Under part (b), check the first statement if there has been no change 
in ownership since the vesting date. Check the second statement in cases 
where the owner of the property has died since the vesting date, or has been 
adjudged insane, and in like cases. Check the third statement in cases where 
the property was owned by a corporation which has been dissolved, liquidated, 
or wound up. 

Item 11. On line (d) state the general nature of the transfer—for example, 
sale, assignment, or order of court. If the transfer was by sale or assignment, 
state on line (e) the true price or consideration which has been paid (whether 
that is more or less than the price stated in the document of transfer), and the 
amount which remains to be paid (if any). 

Item 12. No instructions. 

Item 13. “Enemy of the United States,” in part (d) of this affidavit, means the 
governments, citizens, residents, corporations, and associations of any of the 
following countries: Germany, Japan, Hungary, Rumania, and Bulgaria. If 
you cannot subscribe to a part of the affidavit, draw a line through that part, 
and give a full explanation in a supplement to this item. 

The affidavit may be signed personally by the claimant, or, in the case of a 
corporation, by an authorized officer. If there are several claimants, each must 
sign. If the affidavit is signed by anyone except a claimant, a power-of-attorney 
authorizing the signer to represent the claimant must be attached. 

Item 14. The original copy of your form must be sworn to. 

In the United States, and in its Territories and possessions, swear to the 
form in the presence of any notary public or other official who is authorized to 
administer oaths. 

If you are in a European country, you should inquire of that government if 
there are special rules with respect to the certification of claims by that govern- 
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If you do not receive any special rules on the subject, swear to your 


form in either of these two wags: 
(a) Make the affidavit before a United States consul or diplomatic official. 
(b) Make the affidavit before a notary or other official who is authorized to 
administer oaths under the law of your country. Then have the foreign official's 
signature authenticated by a United States consul. 


STATUTORY PROVISIONS ON RETURN OF VESTED PROPERTY FROM THE 
TRADING WITH THE ENEMY ACT 


(As amended on March 8, 1946, August 8, 1946, and August 5, 1947) 


AUTHORIZATION TO RETURN VESTED PROPERTY 


Sec. 32 (a). The President, or such officer or agency as he may designate, may 
return any property or interest vested in or transferred to the Alien Property 
Custodian (other than any property or interest acquired by the United States 
prior to December 18, 1941), or the net proceeds thereof, whenever the President 
or such officer or agency shall determine— 


(1) that the person who has filed a notice of claim for return, in such form 


as the President or such officer or agency may prescribe, was the owner of 
such property or interest immediately prior to its vesting in or transfer to 
the Alien Property Custodian, or is the legal representative (whether or not 
appointed by a court in the United States), or successor in interest by inheri- 
tance, devise, bequest, or operation of law, of such owner ; and 


(2) that such owner, and legal representative or successor in interest, if 


any, are not— 


(A) the Government of Germany, Japan, Bulgaria, Hungary, or 
Rumania; or 

(B) a corporation or association organized under the laws of such 
nation: Provided, That any property or interest or proceeds which, but 
for the provisions of this subdivision (B), might be returned under this 
section to any such corporation or association, may be returned to the 
owner or owners of all the stock or such corporation or of all the proprie 
tary and beneficial interest in such association, if their ownership of such 
stock or proprietary and beneficial interest existed immediately prior to 
vesting in or transfer to the Alien Property Custodian and continuously 
thereafter to the date of such return (without regard to purported divest- 
ments or limitations of such ownership by any government referred to in 
subdivision (A) hereof) and if such ownership was by one or more citi- 
zens of the United States or by one or more corporations organized under 
the laws of the United States or any State, Territory, or possession 
thereof, or the District of Columbia: Provided further, That such owner 
or owners shall succeed to those obligations limited in aggregate amount 
to the value of such property or interest or proceeds, which are lawfully 
assertible against the corporation or association by persons not ineli- 
gible to receive a return under this section ; or 

(() an individual voluntarily resident at any time since December 7, 
1941, within the territory of such nation, other than a citizen of the 
United States or a diplomatic or consular officer of Italy or of any nation 
with which the United States has not at any time since December 7, 1941, 
been at war: Provided, That an individual who, while in the territory of 
a nation with which the United States has at any time since December 
7. 1941, been at war, was deprived of life or substantially deprived of 
liberty pursuant to any law, decree, or regulation of such nation discrim- 
inating against political, racial, or religious groups, shall not be deemed 
to have voluntarily resided in such territory; or 

(D) an individual who was at any time after December 7, 1941, a 
citizen or subject of Germany, Japan, Bulgaria, Hungary. or Rumania, 
and who on or after December 7, 1941, and prior to the date of the 
enactment of this section, Was present (other than in the service of the 
United States) in the territory of such nation or in any territory occu 
pied by the military or naval forces thereof or engaged in any business 
in any such territory: Provided, That notwithstanding the provisions 
of this subdivision (D) return may be made to an individual who, as a 
consequence of any law, decree, or regulation of the nation of which he 
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was then a citizen or subject, discriminating against political, racial, 
or religious groups, has at no time between December 7, 1941, and the 
time when such law, decree, or regulation was abrogated, enjoyed full 
rights of citizenship under the law of such nation; or 

(E) a foreign corporation or association which at any time after 
December 7, 1941, was controlled or 50 per centum or more of the stock of 
which was owned by any person or persons ineligible to receive a return 
under subdivisions (A), (B), (C), or (D) hereof: Provided, That not- 
withstanding the provisions of this subdivision (E), return may be made 
to a corporation or association so controlled or owned, if such corpora- 
tion or association was organized wider the laws of a nation any of 
whose territory was occupied by the 1) \ilitary or naval forces of any na- 
tion with which the United States has at any time since December 7, 
1941, been at war, and if such contro! or ownership arose after March 1, 
1938, as an incident to such occupation and was terminated prior to the 
enactment of this section. 

(8) that the property or interest claimed, or the net proceeds of which are 
claimed, was not at any time after September 1, 1939, held or used, by or with 
the assent of the person who was the owner thereof immediately prior to 
vesting in or transfer to the Alien Property Custodian, pursuant to any 
arrangement to conceal any property or interest within the United States of 
any person ineligible to receive a return under subsection (a) (2) hereof; 

(4) that the Alien Property Custodian has no actual or potential liability 
under the Renegotiation Act or the Act of October 31, 1942 (56 Stat. 1013; 
35 U. S. C. 89-96), in respect of the property or interest or proceeds to be 
returned and that the claimant and his predecessor in interest, if any, have 
no actual or potential liability of any kind under the Renegotiation Act or 
the said Act of October 31, 1942; or in the alternative that the claimant has 
provided security or undertakings adequate to assure satisfaction of all 
such liabilities or that property or interest or proceeds to be retained by the 
Alien Property Custodian are adequate therefor; and 

(5) that such return is in the interest of the United States. 

(b) Notwithstanding the limitation prescribed in the Renegotiation Act upon 
the time within which petitions may be filed in the Tax Court of the United States, 
any person to whom any property or interest or proceeds are returned hereunder 
shall, for a period of ninety days (not counting Sunday or a legal holiday in the 
District of Columbia as the last day) following return, have the right to file such 
a petition for a redetermination in respect of any final order of the War Con- 
tracts Price Adjustment Board determining excessive profits made against the 
Alien Property Custodian, or of any determination, not embodied in an agreement, 
of excessive profits, so made by or on behalf of a Secretary. 

(ce) any person to whom any invention, whether patented or unpatented, or any 
right or interest therein is returned hereunder shall be bound by any notice or 
order issued or agreement made pursuant to the Act of October 31, 1942 (56 Stat. 
1013 ; 35 U. S. C. 89-96), in respect of such invention or right or interest, and such 
person to whom a licensor’s interest is returned shall have all rights assertible 
by a licensor pursuant to section 2 of the said Act. 

(d) Except as otherwise provided herein, and except to the extent that the 
President or such officer or agency as he may designate may otherwise deter- 
mine, any person to whom return is made hereunder shall have all rights, 
privileges, and obligations in respect to the property or interest returned or the 
proceeds of which are returned which would have existed if the property or 
interest had not vested in the Alien Property Custodian, but no cause of action 
shall accrue to such person in respect of any deduction or retention of any part 
of the property or interest or proceeds by the Alien Property Custodian for the 
purpose of paying taxes, costs, or expenses in connection with such property or 
interest or proceeds: Provided, That except as provided in subsections (b) and 
(c) hereof, no person to whom a return is made pursuant to this section, nor 
the successor in interest of such person, shall acquire or have any claim or right 
of action against the United States or any department, establishment, or agency 
thereof, or corporation owned thereby, or against any person authorized or 
licensed by the United States, founded upon the retention, sale, or other disposi- 
tion, or use, during the period it was vested in the Alien Property Custodian, of 
the returned property, interest, or proceeds. Any notice to the Alien Property 
Custodian in respect of any person or interest or proceeds shall constitute notice 
to the person to whom such property or interest or proceeds is returned and such 
person shall succeed to all burdens and obligations in respect of such property or 
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interest or proceeds which accrued during the time of retention by the Alien 
Property Custodian, but the period during which the property or interest or pro- 
ceeds returned were vested in the Alien Property Custodian shall not be included 
for the purpose of determining the application of any statute of limitations to the 


assertion of any rights by such person in respect of such property or interest or 
proceeds. 


(e) 





No return hereunder shall bar the prosecution of any suit at law or in 
equity against a person to whom return has been made, to establish any right, 
title, or interest, which may exist or which may have existed at the time of 
vesting, in or to the property or interest returned, but no such suit may be prose 
cuted by any person ineligible to receive a return under subsection (a) (2) 
hereof. With respect to any such suit, the period during which the property or 
interest or proceeds returned were vested in the Alien Property Custodian shall 
not be included for the purpose of determining the application of any statute of 
limitations. 










(f) At least thirty days before making any return to any person other than a 

resident of the United States or a corporation organized under the laws of the 
United States, or any State, Territory, or possession thereof, or the District of 
Columbia, the President or such officer or agency as he may designate shall 
publish in the Federal Register a notice of intention to make such return, 
specifying therein the person to whom return is to be made and the place where 
the property or interest or proceeds to be returned are located. Publication of a 
notice of intention to return shall confer no right of action upon any person to 
compel the return of any such property or interest or proceeds, and such notice 
of intention to return may be revoked by appropriate notice in the Federal 
Register. After publication of such notice of intention and prior to revocation 
thereof, the property or interest or proceeds specified shall be subject to attach 
ment at the suit of any citizen or resident of the United States or any corporation 
organized under the laws of the United States, or any State, Territory, or pos- 
session thereof, or the District of Columbia, in the same manner as property of 
the person to whom return is to be made: Provided, That notice of any writ of 
attachment which may issue prior to return shall be served upon the Alien 
Property Custodian. Any such attachment proceeding shall be subject to the 
provisions of law relating to limitation of actions applicable to actions at law 
in the jurisdiction in which such proceeding is brought, but the period during 
which the property or interest or proceeds were vested in the Alien Property 
Custodian shall not be included for the purpose of determining the period of 
limitation. No officer of any court shall take actual possession, without the 
consent of the Alien Property Custodian, of any property or interest or proceeds 
so attached, and publication of a notice of revocation of intention to return shall 
invalidate any attachment with respect to the specified property or interest or 
proceeds, but if there is no such revocation, the President or such officer or agency 
as he may designate shall accord full effect to any such attachment in returning 
any such property or interest or proceeds. 

(g) Without limitation by or upon any other existing provision of law with 
respect to the payment of expenses by the Alien Property Custodian, the Custodian 
may retain or recover from any property or interest or proceeds returned pur- 
suant to this section or section 9 (a) of this Act an amount not exceeding that 
expended or incurred by him for the conservation, preservation, or maintenance 
of such property or interest or proceeds, or other property or interest or proceeds 
returned to the same person. 

































LIMITATION ON CLAIMS AND SUITS FOR RETURN 








Sec, 33. No return may be made pursuant to section 9 (a) or 82 (a) unless 
notice of claim for return has been filed within two years from the seizure or 
vesting in the Alien Property Custodian, as the case may be, of the property or 
interest in respect of which the claim is made or by August 8, 1948, or in the 
cases of claims pursuant to section 32 (a) by Italy, citizens or subjects of Italy, 


or corporations or associations organized under the laws of Italy, by July 31, 
1949, whichever is later. 














FEES OF AGENTS, ATTORNEYS, OR REPRESENTATIVES 





Sec. 20. No property or interest or proceeds shall be returned under this Act, 
nor shall any payment be made or judgment awarded in respect of any property 
or interest vested in or transferred to the Alien Property Custodian unless a 
schedule of the fees to be paid to all agents, attorneys at law or in fact, or repre- 
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itatives, for services in connection with such return or payment or judgment, 
has been furnished to, and approved in accordance with this section by, the 
President or such officer or agency as he may designate, or the court, as the case 
may be. In the case of any return of, or the making of any payment in respect 
of, any such property or interest or proceeds (othe ‘1r than pursuant to an order 
of a court), the President or such officer or agency as he may designate may make 
uch modifications, if any, as are appropriate, and shall approve such schedule 
nly upon determining that the individual fees do not exceed fair compensation 
for the services rendered and that the aggregate of the fees does not exceed 10 
per centum of the value of such property or interest or proceeds or of such 
payment. Any person aggrieved by the determination of the President or of such 
officer or agency as he may designate may petition the district court of the 
United States for the district in which he resides to review the determination, 
and shall name the person or agency making the determination a party defendant 
The court hearing such petition for review, or a court awarding any judgment in 
respect of any such property or interest or proceeds, as the case may be, may make 
such modifications, if any, as are appropriate, and shall approve such schedule 
only upon determining that the individual fees do not exceed fair compe nsation 
for the services rendered, and shall approve an aggregate of fees in excess of 10 
per centum of the value of such property or interest or proceeds only upon a find- 
ing that there exist special circumstances of unusual hardship which require the 
payment of such excess. Any person accepting any fee in excess of an amount 
approved hereunder, or retaining for more than thirty days any portion of a fee, 
accepted prior to approval hereunder, in excess of the fee as approved, shall |} 
guilty of a violation of this Act. 


{Form APC-1A, September 1947] 
UNITED STATES OF AMERICA, DEPARTMENT OF JUSTICE 
OFFICE OF ALIEN PROPERTY 


NOTICE OF CLAIM FOR RETURN OF PROPERTY 


NoTte.—All answers to questions on this form (except names and addresses) 
must be in English. Amounts of money must be stated in dollars. Copies of 
documents must be accompanied by English translations. This notice is repeated 
below in French and in German. [Omitted.] 


Please read the accompanying explanation and instructions before filling out 
the form 


1. (a) Claimant’s name 

(0) AGOIONE....ocnenn=s st ee 

(c) Has claimant filed any other form claiming the same proper ty? "Yes 4 
DEP sca . If yes, give date on which claim was filed, and clair 
number (if known) ae 

(a) Claimant’s agent (if any)—---~- aoa 

(b) Agent’s address ; 

(c) Is agent authorized to receive payment of money or delivery of property, 
if returned? Yes -....... No -.--..... If yes, an original power of 
attorney must be attached. 

Fees for prosecuting this claim_________- a aaah 

Value of property claimed_.--- hanna seiaiienetanale ae 

Payments for material or services supplies, r patents licensed, to or for the 

United States Government-_-_- Sas ansintets : 

Vesting order by which the Alien Property Custodian or Attorney General 

acquired the property (if known). No. - ents 

Identification of property claimed eine 4 

Are claimant’s rights in the property subject to any condition or encumbrance? 

Yes _No __-.. (If yes, explain in a supplement) 

Characterization of claimant. —Answer this item by filling out schedule 9A 

or 9B. If the claim is filed by an individual, fill out schedule 9A, describing 

him. If the claim is filed by a group of individuals (such as co-owners or 

partners), fill out a separate schedule 9A for each member of the group. If the 

claimant is a corporation or association, fill out schedule 9B. 
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10. 


Owner of property on vesting date.- 

(a) Give the vesting date estonia 

(This means the date when ‘the ‘Alien Property Custodian or the At- 

torney General took over the property which you are now claiming. If 

you do not know that date, use the approximate date on which your 

property was taken, followed by the word “approximately.” If you do 

not know even the approximate date, write “December 7, 1941,” and use 

this as the vesting date in answering questions in this item and in 
item 11.) 

(b) Check the one of the following statements which applies to your claim: 

_(1) The claimant was the owner of the prop 

erty on the vesting date. 

....(2) The claimant is the legal representative 
or successor of an individual who owned 
the property on the vesting date. 

coanllieataad (3) The claimant, is the legal representative or 
suecessor of a corporation which owned 
the property on the vesting date. 

(If you checked number (1) above, do not use schedules 10A or 10B, 
but go directly to item 11. If you checked number (2) above, fill out 
schedule 10A. If you checked number (3) above, fill out schedule 10B.) 

1. Chain of title to property. —Describe below the last transfer of title to the 
property. 
(Omit any transfer already described in schedule 10A or 10B.) 
(a) Di ite 
(b) By whom transferred. 
(c) To whom transferred 
(d@) Nature and terms of transfer 





(e) Consideration actu: uly paid 


= : to be paid —--- 


(7) give cits ition 


If officially recorded or registered, 








If there have been any other transfers of the property since March 1, 
1938, give the same information about these other transfers, using a sup- 
plement. 

Attach a copy of each document of title, and of any contract pursuant 
to which a transfer was made, to each copy of your form. Photographic 
copies are preferred. If documents are in a foreign language, English 
translations must also be attached. 

12. Other relevant information. —If there are any other facts which you deem 
relevant, write them on a separate sheet of paper under the heading “Sup- 
plement to item 12.” You may also attach copies of any documents not 
previously referred to, and mark them in the same way. 

13. Affidavit—The undersigned makes the following declaration under the pen- 
alties of perjury and false swearing: 

(a) Check the one of the following statements which applies, and strike out 
the others: 
(1) I am the claimant named in item 1. 
_(2) I am the claimant’s agent, authorized by 
the attached power of attorney. 

seccbainctan eonieeaiaile cinta __(3) I am an officer of the claimant corpora- 

tion holding the position of__..._._._._-- 

(b) The facts set forth in the foregoing form and in all attached supple- 
ments and schedules are true, and all attached documents are true copies 
of the originals, to the best of my knowledge and belief. 

(c) I have no knowledge of any fact called for by the foregoing form, sched- 
ules, and instructions which is not fully set forth. 

(@) To the best of my knowledge and belief, the property claimed was not at 
any time after September 1, 1939, held or used pursuant to any arrange- 
ment to conceal any interest of an enemy of the United States. 

Signature_____ 
I OE - IOs Sara neg ek icra rene ma enarinegalibien owe 

(Please print or typewrite) 

14. Notarization.—The foregoing declaration was subscribed and sworn to (or 

affirmed) before me this ey i ae __. day of 







(Official title) 
APC-1A—Schedule 9A] 





{Form 
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SCHEDULE YA 


e At (Supplementing Form APC-—1A, Item 9) 
g. If CHARACTERIZATION OF INDIVIDUAL CLAIMANT 
your 
pu do 5) SR icrtrnquniniin 
d use b) Date of birth ---- : s - ; i 
1d in (Day) (Month) (Year) 
(ec) Place of birth-_- bettas ni Eg ea 
laim : } (Ste ite, P rovince, etc.) (Country) 
prop (d) If claimant has been outside the United States (including its Territories 
I and possessions) at any time since December 7, 1941, give the name of 
ative each country in which he was present, and the principal address at which 
wed he stayed in that country, as follows: 
SIE vines cies cami from___- ; ws sien Seas he 
(Day) (Month) | (Year) (Day) (Month) (Year) 
ve or Address L . eels are, sthesd i 
wned Country___-_-_- si dais dan: I a . 


(Day) (Month) (Year) (Day) (Month) (Year) 

10B, Address--—- = mine , an . 

| out (If claimant has been present in enemy or enemy occupied territory since 

OB.) December 7, 1941, explain fully the reasons for such presence). 

» the (If more space is needed, use a supplement) 

) Has the claimant transacted any business since December 7, 1941, personally 
or by agent, in Germany, Japan, Hungary, Rumania, or Bulgaria? 
SO Peak 

(If yes, explain fully in a supplement) 

If a citizen of Italy, set forth in the supplement whether any such 
transactions occurred after September 8, 1943, and describe them fully 

if the claimant has ever been a citizen of Germany, Japan, Hungary 
Rumania, or Bulgaria, answer also the following question (other persons 
do not answer): 

Has the claimant transacted any business since December 7, 1941, per- 
sonally or by agent, in territory occupied by any of these nations? 
Yes - No 


sup 
(If yes, explain fully in a supplement) 

‘Naimant’s present citizenship (Name of country) 
lant ; : : 
arate (If claimant has no citizenship, write 
PAA “‘stateless’’) 
lish Explain below how your citizenship was acquired—by birth, marriage, 

naturalization, etc., and give the date. Naturalized citizens should give 
Pem the number of their naturalization papers. Stateless persons should cite 


sup the official act by which they were deprived of citizenship, and supply a 
not copy if possible. 


If the date given above is after Dec embe a4, 1941, explain below how your 
prior citizenship status was acquired: 


(g) ‘Do you claim to be affected by the provisions rel: iting to enemy Op pre ssion? 
(See subdivisions (C) and (D) of section 32(a)(2) of the Trading with 

the Enemy Act.) ees stints 
(If yes, explain fully in a supplement and state precisely when, where, 
ra and how you were deprived of liberty, property or rights of citizenship. 
: Give the citation of the laws, decrees, or regulations involved and supply 
ple copies of any relevant official document in which your name appears, or 

ies explain why you cannot obtain them.) 


ed {Form APC-1A—Schedule 9B, September 1947] 


SCHEDULE 9B 
(Supplementing Form APC-1A, Item 9) 
CHARACTERIZATION OF CORPORATE CLAIMANT 
In the questions on this Schedule, the word “corporation” is used for brevity 


to include every type of corporation, association, company, society, etc., but does 
not include partnerships. 


41389—54—pt. 1—_15 
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(a) Name of corporation 
(b) State or country under whose laws corporation was organized 
Nore.—If the corporation was organized under the laws of the United States 


or of any State, Territory, or possession thereof, do not fill out the rest of this 
schedule. 


(c) Type of organization 
(Give the correct legal name, such as “business corporation” or “volun- 
tary association.” The name may be given in a foreign language, if fol- 
lowed by an approximate English translation; for example, “Société 
anonyme—corporation.”’ ) 
(d) Address of principal office outside the United States (if any) 
(e) Address of principal office in the United States (if any) 
foe: bog ee eee 
(Describe in general terms; for example, “chemical manufacturing,” or 
“transatlantic shipping.” ) 
(9g) Control. 
(1) Has a majority of any class of shares in the corporation been owned 
at any time since March 1, 1938, by enemies of the United States? 


(2) Are there any other circumstances from which it might appear that 

the corporation has been controlled at any time since March 1, 

1938, by enemies of the United States? Yes _.._. No If 

your answer is yes, state the circumstances fully in a supplement. 

(In answering this question, consider a corporation to be “con- 

trolled” by any persons who possess, directly or indirectly, the 

power to direct or cause the direction of the management or poli- 

cies, whether through the ownership of voting securities, by con- 

tract, or otherwise. ‘Hnemies,” in this context, means the govern- 

ments, citizens, residents, corporations, and associations of Ger- 
many, Japan, Hungary, Rumania, or Bulgaria.) 

(h) Officers and directors of corporation.—List below every person who is now 


an officer or director of the corporation, or who has been an officer or director 
at any time since March 1, 1988: 





Name Address Citizenship "Son {9 whieh) 


(i) Principal shareholders.—If the corporation does not issue shares of stock, 
do not fill out the table below. Instead, explain on a supplement by 
what means the corporation is owned and controlled. 

If the corporation does issue shares of stock, fill out the columns below as 
follows: 
Column 1: Enter the name of each person who holds more than 10 percent of 


the shares of stock of any class. Also list any other person who has held that 
number of shares at any time since March 1, 1938. 


Column 2: Enter the shareholder’s last known address. 

Column 3: If the shareholder is an individual, name the country of which 
he is a citizen. If a corporation, name the country under whose laws the 
corporation was organized. 

Column 4: If the corporation issues only one kind of shares, you may leave 
this column blank. If it issues more than one class, give the class of shares held 
by the person named, and explain in a supplement what are the different 
rights of the various classes. 

Column 5: Give the largest number of shares which the holder owned at 
any one time. 

Column 6: Give the percent of the class of shares which the holder owned, 
when his holdings were largest. 


Column 7: If the person named has ceased to be a shareholder, give the last 
date on which he was a shareholder. 
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Largest | Percent- 
num ber age of 
ship shares "nana . 


Citizen- | Class 


class 


{Form APC-1A—Schedule 10A] 
SCHEDULE 104 


(Supplementing Form APC-1A, Item 10) 


CHARACTERIZATION OF INDIVIDUAL FORMER OWNERS 


Do not use this schedule unless you checked statement number (2) under 
item 10, part (b), on Form APC-1A. If you did, use this schedule to describe 
the individual who owned the property on the vesting date (called the “former 
owner”). 

(a) Name 
(b) Date of birth 


(c) Place of birth 
(State, Province, etc.) (Country) 

(d) If former owner was outside the United States (including its Territories 
and possessions) at any time since December 7, 1941, give the name of each 
country in which he was present, and the principal address at which he 
stayed in that country, as follows: 

Country from OO ti daneniecancauitead 
(Day) \(Month) (Year) (Day) (Month), (Year) 

Address 

Country 


Address 

(If former owner has been present in enemy or enemy occupied territory 
since December 7, 1941, explain fully the reasons for such presence.) 

(If more space is needed, use a supplement) 

Did former owner transact any business after December 7, 1941, personally 
or by agent, in Germany, Japan, Hungary, Rumania, or Bulgaria? Yes —--- 
ING aidan 

(If yes, explain fully in a supplement) 

If former owner is a citizen of Italy, set forth in the supplement whether 
any such transactions occurred after September 8, 1943, and describe them 
fully. 

If the former owner was ever a citizen of Germany, Japan, Hungary, 

Rumania, or Bulgaria, answer also the following question (other persons 
do not answer) : ; 
Did the former owner transact any business after December 7, 1941, per- 
sonally or by agent, in territory occupied by any of these nations? Yes 
POD tnnine 

(If yes, explain fully in a supplement) 

Citizenship (name of country) 
(If owner had no citizenship, write “stateless’’) 

Explain below how former owner’s citizenship was acquired—by birth, 
marriage, naturalization, ete., and give the date of acquisition. If former 
owner was a naturalized citizen, give the number of his naturalization papers. 
If he was stateless, cite the offictal act by which he was deprived of citizen- 
ship and supply a copy of it, if possible. 


If the date given above is after December 7, 1941, explain below how 
former owner's preceding citizenship status was acquired 


By what right does claimant represent or succeed to the former owner? —— 
(State in what capacity the claimant claims; for example, as executor, 
guardian or devisee. If he has been designated by order of court. give the 
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name of the court, and date of order. If designated in some other way, 
explain how.) p 
Attach a copy of the order of court, or other document on which claimant's 
title is based, to each copy of the schedule. The copy attached to the 
“original” of the schedule should be certified by the court or other competent 
official. 

Do you claim the former owner to be affected by the provisions relating to 
enemy oppression? (See subdivisions (C) and (D) of section 32 (a) (2) of 
the Trading With the Enemy Act.) Yes... No-- 

(If yes, explain fully in a supplement and state precisely when, where, and 
how the former owner was deprived of life, liberty, property or rights of 
citizenship. Give the citation of the laws, decrees, or regulations involved. 
Supply copies of any relevant official document in which the name of the 
former owner appears, or explain why you cannot obtain them.) 


[Form APC-1A—Schedule 10B, September 1947] 
SCHEDULE 10B 
(Supplementing Form APC-1A, Item 10) 
CHARACTERIZATION OF CORPORATE FORMER OWNER 


Do not use this schedule unless you checked statement number (3) under item 
10, part (b), on Form APC-1A, If you did, use this schedule to describe the 
corporation which owned the property on the vesting date. In the questions on 
this schedule, the word “corporation” is used for brevity to include every type 
of corporation, association, company, society, etc., but does not include partner- 
ships. 


(a) Name of corporation teh 
(b) State or country under which organize d_ a iaaetensieiail 


Note.—If the corporation was organized under ‘the ‘laws of. the United 
States, or of any State, Territory, or possession thereof, do not answer lines 
(c) to (i), but go directly to line (j). 
(c) Type of organization 
(Give the correct legal name, such as “business corporation” or “volun- 
tary association.” The name may be given in a foreign language, if followed 
by an approximate English translation: for example, “Societe anonyme 
corporation.” ) 
(d) Address of principal office outside the United States (if any) 


(ft) Type of busines ss Q 
(Describe in ge neral terms; for. exi ample, “chemical manufacturing,” or 
“transatlantic shipping.” ) 


(g) Control. 
(1) Has a majority of any class of shares in the corporation been owned at 


any time since March 1, 1938, by enemies of the United States? Yes__-- 


(2) Are there any other circumstances from which it might appear that the 
corporation has been controlled at any time since March 1, 1938, by 
enemies of the United States? Yes_- _- If your answer is 
“Yes,” state the circumstances full¥ in a supplement. 

(In answering this question, consider a corporation to be “controlled” 
by any persons who possess, directly or indirectly, the power to direct 
or eause the direction of the management or policies, whether through 
the ownership of voting securities, by contract, or otherwise. “Enemies,” 
in this context, means the governments, citizens, residents, corporations, 
and associations of Germany, Japan, Hungary, Rumania, or Bulgaria.) 

(h) Officers and directors of corporation.—List below every person who has been 

an officer or director at any time since March 1, 1938: 
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Office held (with dates 


Name Address Citizenship from and to which) 


(i) Principal shareholders.—If the corporation did not issue shares of stock, do 
not fill out the table below. Instead, explain on a supplement by what means 
the corporation was owned and controlled. 

If the corporation did issue shares of stock, fill out the columns below as 
follows: 

Column 1: Enter the name of each person who held more than 10 percent of 
the shares of stock of any class at any time since March 1, 1938. 

Column 2: Enter the shareholder’s last known address. 

Column 8: If the shareholder was an individual, name the country of which 
he was a citizen. If a corporation, name the country under whose laws the 

rporation was organized. 

Column 4: If the corporation issued only one kind of shares, you may leave 
this column blank. If it issued more than one class, give the class of shares 
held by the person named, and explain in a supplement what are the different 
rights of the various classes. 

Column 5: Give the largest number of shares which the holder owned at any 
one time. 

Column 6: Give the percentage of the class of shares which the holder owned, 
when his holdings were largest. 

Column 7: Ii the person named ceased to be a shareholder before the cor- 
poration was dissolved or liquidated, give the last date on which he was a 
shareholder. 


Largest | Percent- 
number age of 
class 


Citizen- Clas 
Address _— lass of 


ship shares held 


(2) 


(j) What happened to the corporation (dissolution, liquidation, ete.) Giv 
date____- m > 

(k) By what right does claimant represent or succeed to the corporation ?_____-~ 

(State in what capacity the claimant claims; for example, as receiver or 

trustee. If claimant was appointed by order of court, give the name of the 
court and date of the order. If appointed in some other way, explain how.) 
Attach a copy of the order of court, or other document on which claimant’s 
title is based, to each copy of the schedule. The copy attached to the 
“original” of the schedule should be certified by the court or other competent 
official. 


[Form APC-1C (Instructions), September 1946] 
UNITED STATES OF AMERICA, OFFICE OF ALIEN PROPERTY CUSTODIAN 
Washington 25, D. C. 
INSTRUCTIONS FOR Form APC-1C* 
(Notice of Claim for Payment of Debt) 


A. When to use this form.—Use Form APC-1C if the Alien Property Custorian 
has taken the property of someone who owed you money, and you want the Cus- 
todian to pay the debt. You may use this form to claim as a debt any contract 
obligation, whether liquidated or unliquidated. 


*These instructions are intended to assist claimants in the preparation of the form. 
They are not intended as a complete statement of the applicable requirements of the Trad- 
ing With the Enemy Act, as amended. 
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D not use this form to claim title to property that the Custodian took, nor 
to claim an interest in property, or a lien upon it. In those cases, use Form 
APC-1A. (If you claim a patent or patent application of which you are the 
inventor, use APC-1B.) 

Do not use this form to claim debts or other obligations arising out of the 
operations of the Office of Alien Property Custodian after the taking of property. 
If you are not paid by the officials in charge of the property, apply directly to the 
Custodian by letter. 

B. Who may file-—Do not file a claim for a debt unless you are— 

1. a citizen of the United States or of the Philippine Islands, or 

2. a resident of the United States since the beginning of the war, or 

3. a corporation organized under the laws of the United States or any 
State, Territory, or possession thereof, or the District of Columbia or the 
Philippine Islands. 

See section 34 (a) of the Trading With the Enemy Act, attached to these 
instructions. 

C. Joint claims.—A partnership must file a single claim on behalf of all the 
partners, signed by one of them. Each partner’s name as well as the firm name, 
must be given under item 1. 

Each of the partners must individually prepare and sign his answer to item 
11, on citizenship and residence. Prepare as many supplements to this item as 
you need to cover all members of the firm. 

Other joint claims should be filed in the same way as partnership claims. 

D. What claims can be paid.—Claims can be paid only as authorized by section 
34 of the Trading With the Enemy Act, attached to these instructions. Notice 
especially the following restrictions: 

1. Claims which were not due and owing when the debtor’s property was 
taken by the Alien Property Custodian cannot be paid. 
2. Claims can be paid only from cash proceeds of property that belonged 
to your debtor and has been taken by the Alien Property Custodian. 
If you do not know when your debtor’s property was taken, or whether any prop- 
erty of your debtor has been taken, you may inquire of the Secretary of the Office 
of Alien Property Custodian, Washington 25, D. C. 

E. Supplementary statements and documents.—If you need more space for 
your answers, write them on separate pages, and attach them to the form. 
Everything written on separate pages should be marked, e. g., “Supplenment to 
Item 3 (c),” “Supplement to Item 9, Page 2,” ete. Under the proper item on the 
form, write ‘‘See Supplement.” 

If you support your statements with copies of documents, mark them as sup- 
plements in the same way. If any such documents have already been supplied 
in duplicate as exhibits or supplements to some other form filed with the Cus- 
todian, they may be incorporated by reference to such filing, without filing addi- 
tional copies. 

Prepare all supplements in triplicate copies, and attach one to each copy of the 
form. 

F. What to do with the form.—Fill out all three copies of the form. Keep 
the “claimant’s copy” for yourself, and send the “original” and “duplicate” to 
the Secretary of the Office of Alien Property Custodian, Washington 25, D. C. 
This Office will acknowledge their receipt, and will ask for any further infor- 
mation that it needs. No further action on your part is necessary to secure 
consideration of your claim, unless requested by letter from this office. There 
is no charge for filing this form. 

G. Time limits on filing claims.—Debt claims should be filed as promptly as 
possible after any property of the debtor is taken by the Custodian, because 
limits on time for filing will be fixed by the Custodian. These limits will be 
published in the Federal Register. See section 34 (b) of the Trading With the 
Enemy Act, attached to these instructions. 


LAW ON PAYMENT OF DesT CLAIMS 


SECTIONS 84 AND 20 OF THE TRADING WITH THE ENEMY ACT, AS AMENDED BY PUBLIC 
LAW NO. 822 (MAR. 8, 1946) AND PUBLIC LAW NO. 671 (AUG. 8, 1946), 79TH 
OONGRESS, 2D SESSION 


Sec. 34. (a) Any property or interest vested in or transferred to the Alien 
Property Custodian (other than any property or interest acquired by the United 
States prior to December 18, 1941), or the net proceeds thereof, shall be equitably 
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applied by the Custodian in accordance with the provisions of this section to the 
payment of debts owed by the person who owned such property or interest im- 
mediately prior to its vesting in or transfer to the Alien Property Custodian. 
No debt claim shall be allowed under this section if it was not due and owing 
at the time of such vesting or transfer, or if it arose from any action or trans- 
actions prohibited by or pursuant to this Act and not licensed or otherwise 
authorized pursuant thereto, or (except in the case of debt claims acquired by 
the Custodian) if it was at the time of such vesting or transfer due and owing 

any person who has since the beginning of the war been convicted of violation 
of this Act, as amended, sections 1-6 of the Criminal Code (18 U. 8. C. 1-6), 
title I of the Act of June 15, 1917 (ch. 30, 40 Stat. 217), as amended; the Act 
of April 20, 1918 (ch. 59, 40 Stat. 534), as amended; the Act of June 8, 1934 
(ch. 327, 52 Stat. 631), as amended; the Act of January 12, 1938 (ch. 2, 52 
Stat. 3); title I, Alien Registration Act, 1940 (ch. 439, 54 Stat. 670); the Act of 
October 17, 1940 (ch. 897, 54 Stat. 1201); or the Act of June 25, 1942 (ch. 447, 
56 Stat. 390). Any defense to the payment of such claims which would have 
been available to the debtor shall be available to the Custodian, except that 
the period from and after the beginning of the war shall not be included for the 
purpose of determining the application of any statute of limitations. Debt 
claims allowable hereunder shall include only those of citizens of the United 
States or of the Philippine Islands; those of corporations organized under the 
laws of the United States or any State, Territory, or possession thereof, or the 
District of Columbia or the Philippine Islands; those of other natural persons 
who are and have been since the beginning of the war residents of the United 
States and who have not during the war been interned or paroled pursuant to 
the Alien Enemy Act (50 U. S. C. 21); and those acquired by the Custodian. 
Legal representatives (whether or not appointed by a court in the United States) 
or successors in interest by inheritance, devise, bequest, or operation of law of 
debt claimants, other than persons who would themselves be disqualified here- 
under from allowance of a debt claim, shall be eligible for payment to the same 
extent as their principals or predecessors would have been. 

(b) The Custodian shall fix a date or dates after which the filing of debt 
claims in respect of any or all debtors shall be barred, and may extend the time 
so fixed, and shall give at least sixty days’ notice thereof by publication in the 
Federal Register. In no event shall the time extend beyond the expiration of 
two years from the date of the last vesting in or transfer to the Oustodian of 
any property or interest of a debtor in respect of whose debts the date is fixed, 
or from the date of enactment of this section, whichever is later. No debt shall 
be paid prior to the expiration of one hundred and twenty days after publica- 
tion of the first such notice in respect of the debtor, nor in any event shall any 
payment of a debt claim be made out of any property or interest or proceeds 
in respect of which a suit or proceeding pursuant to this Act for return is pend- 
ing and was instituted prior to the expiration of such one hundred and twenty 
days. 

(c) The Custodian shall examine the claims, and such evidence in respect 
thereof as may be presented to him or as he may introduce into the record, and 
shall make a determination, with respect to each claim, of allowance or disallow- 
ance, in whole or in part. 

(d) Payment of debt claims shall be made only out of such money included in, 
or received as, net proceeds from the sale, use, or other disposition of, any 
property or interest owned by the debtor immediately prior to its vesting in or 
transfer to the Alien Property Custodian, as shall remain after deduction of 
(1) the amount of the expenses of the Office of Alien Property Custodian (includ- 
ing both expenses in connection with such property or interest or proceeds 
thereof, and such portion as the Custodian shall fix of the other expenses of the 
Office of Alien Property Custodian), and of taxes, as defined in section 36 here- 
of, paid by the Custodian in respect of such property or interest or proceeds, 
and (2) such amount, if any, as the Custodian may establish as a cash reserve 
for the future payment of such expenses and taxes. If the money available 
hereunder for the payment of debt claims against the debtor is insufficient for 
the satisfaction of all claims allowed by the Custodian, ratable payments shall 
be made in accordance with subsection (g) hereof to the extent permitted by 
the money available and additional payments shall be made whenever the Cus- 
todian shall determine that substantial further money has become available, 
through liquidation of any such property or interest or otherwise. The Cus- 
todian shall not be required through any judgment of any court, levy or execu- 
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tion, or otherwise to sell or liquidate any property or interest vested in or 
transferred to him, for the purpose of paying or satisfying any debt claim. 

(e) If the aggregate of debt claims filed as prescribed does not exceed the 
money from which, in accordance with subsection (d) hereof, payment may be 
made, the Custodian shall pay each claim to the extent allowed, and shall serve 
by registered mail, on each claimant whose claim is disallowed in whole or in 
part, a notice of such disallowance. Within sixty days after the date of mailing 
of the Custodian’s determination, any debt claimant whose claim has been 
disallowed in whole or in part may file in the District Court of the United States 
for the District of Columbia a complaint for review of such disallowance naming 
the Custodian as defendant. Such complaint shall be served on the Custodian. 
The Custodian, within forty-five days after service on him, shall certify and file 
in said court a transcript of the record of proceedings in the Office of Alien 
Property Custodian with respect to the claim in question. Upon good cause 
shown such time may be extended by the court. Such record shall include the 
claim as filed, such evidence with respect thereto as may have been presented 
to the Custodian or introduced into the record by him, and the determination of 
the Custodian with respect thereto, including any findings made by him. The 
court may, in its discretion, take additional evidence, upon a showing that such 
evidence was offered to and excluded by the Custodian, or could not reasonably 
have been adduced before him or was not available to him. The court shall enter 
judgment affirming, modifying, or reversing the Custodian’s determination, and 
directing payment in the amount, if any, which it finds due. 

(f) If the aggregate of debt claims filed as prescribed exceeds the money from 
which, in accordance with subsection (d) hereof, payment may be made, the 
Custodian shall prepare and serve by registered mail on all claimants a schedule 
of all debt claims allowed and the proposed payment to each claimant. In 
preparing such schedule, the Custodian shall assign priorities in accordance with 
the provisions of subsection (g) hereof. Within sixty days after the date of 
mailing of such schedule, any claimant considering himself aggrieved may file 
in the District Court of the United States for the District of Columbia a com- 
plaint for review of such schedule, naming the Custodian as defendant. A copy 
of such complaint shall be served upon the Custodian and on each claimant 
named in the schedule. The Custodian, within forty-five days after service on 
him, shall certify and file in said court a transcript of the record of proceedings 
in the Office of Alien Property Custodian with respect to such schedule. Upon 
good cause shown such time may be extended by the court. Such record shall 
include the claims in question as filed, such evidence with respect thereto as 
may have been presented to the Custodian or introduced into the record by him, 
any findings or other determinations made by the Custodian with respect thereto, 
and the schedule prepared by the Custodian. The court may, in its discretion, 
take additional evidence, upon a showing that such evidence was offered to and 
excluded by the Custodian or could not reasonably have been adduced before 
him or was not available to him. Any interested debt claimant who has filed 
a claim with the Custodian pursuant to this section, upon timely application to 
the court, shall be permitted to intervene in such review proceedings. The court 
shall enter judgment affirming or modifying the schedule as prepared by the 
Custodian and directing payment, if any be found due, pursuant to the schedule 
as affirmed or modified and to the extent of the money from which, in accordance 
with subsection (d) hereof, payment may be made. Pending the decision of 
the court on such complaint for review, and pending final determination of any 
appeal from such decision, payment may be made only to an extent, if any, 
consistent with the contentions of all claimants for review. 

(g) Debt claims shall be paid in the following order of priority: (1) Wage 
and salary claims, not to exceed $600; (2) claims entitled to priority under 
sections 191 and 198 of title 31 of the United States Code, except as provided in 
subsection (h) hereof; (3) all other claims for services rendered, for expenses 
incurred in connection with such services, for rent, for goods and materials 
delivered to the debtor, and for payments made to the debtor for goods or serv- 
ices not received by the claimant; (4) all other debt claims. No payment shall 
be made to claimants within a subordinate class unless the money from which, 
in accordance with subsection (d) hereof, payment may be made permits pay- 
ment in full of all allowed claims in every prior class. 

(h) No debt of any kind shall be entitled to priority under any law of the 
United States or any State, Territory, or possession thereof, or the District of 
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Columbia, solely by reason of becoming a debt due or owing to the United States 
as a result of its acquisition by the Alien Property Custodian. 

(i) The sole relief and remedy available to any person seeking satisfaction 
of a debt claim out of any property or interest which shall have been vested in 
r transferred to the Alien Property Custodian (other than any property or 
nterest acquired by the United States prior to December 18, 1941), or the pro- 
eeds thereof, shall be the relief and remedy provided in this section, and suits 
‘or the satisfaction of debt claims shall not be instituted, prosecuted, or further 
maintained except in conformity with this section: Provided, That no person 
asserting any interest, right, or title in any property or interest or proceeds 
icquired by the Alien Property Custodian, shall be barred from proceeding pur- 
suant to this Act for the return thereof, by reason of any proceeding which he 
may have brought pursuant to this section; nor shall any security interest 
asserted by the creditor in any such property or interest or proceeds be deemed 
to have been waived solely by reason of such proceeding. The Alien Property 
Custodian shall treat all debt claims now filed with him as claims filed pursuant 
to this sectior. Nothing contained in this section shall bar any person from 
the prosecution of any suit at law or in equity against the original debtor or 
igainst any other person who may be liable for the payment of any debt for 
which a claim might have been filed hereunder. No purchaser, lessee, licensee, 
or other transferee of any property or interest from the Alien Property Custodian 
shall, solely by reason of such purchase, lease, license, or transfer, become liable 
for the payment of any debt owed by the person who owned such property or 
interest prior to its vesting in or transfer to the Alien Property Custodian. 
Payment by the Ailen Property Custodian to any debt claimant shall constitute, 
to the extent of payment, a discharge of the indebtedness represented by the 
claim. 

Sec. 20. No property or interest or proceeds shall be returned under this Act, 
nor shall any payment be made or judgment awarded in respect of any property 
or interest vested in or transferred to the Alien Property Custodian unless a 
schedule of the fees to be paid to all agents, attorneys at law or in fact, or 
representatives, for services in connection with such return or payment or judg- 
ment, has been furnished to, and approved in accordance with this section by, 
the President or such officer or agency as he may designate, or the court, as the 
case may be. In the case of any return of, or the making of any payment in, 
respect of, any such property or interest or proceeds (other than pursuant to an 
order of a court), the President or such officer or agency as he may designate 
may make such modifications, if any, as are appropriate and shall approve such 
schedule only upon determining that the individual fees do not exceed fair 
compensation for the services rendered and that the aggregate of the fees does 
not exceed 10 per centum of the value of such property or interest or proceeds 
or of such payment. Any person aggrieved by the determination of the President 
or of such officer or agency as he may designate may petition the District Court 
of the United States for the district in which he resides to review the deter- 
mination, and shall name the person or agency making the determination a party 
defendant. The court hearing such petition for review, or a court awarding any’ 
judgment in respect of any such property or interest or proceeds, as the case 
may be, may make such modifications, if any, as are appropriate, and shall 
approve such schedule only upon determining that the individual fees do not 
exceed fair compensation for the services rendered, and shall approve an aggre- 
gate of fees in excess of 10 per centum of the value of such property or interest 
or proceeds only upon a finding that there exist special circumstances of 
unusual hardship which require the payment of such excess. Any person 
accepting any fee in excess of an amount approved hereunder, or retaining for 
more than thirty days any portion of a fee, accepted prior to approval here- 
under, in excess of the fee as approved, shall be guilty of a violation of this Act. 
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[Form APC-1C, September 1946] 
UNITED STATES OF AMERICA, OFFICE OF ALIEN PROPERTY CUSTODIAN 
Washington 25, D. C. 
NoTICE OF CLAIM FOR PAYMENT OF DEBT 


(Please read the instructions before filling out the form) 


. Claimant’s name_-_- tenia a ee 
(Person who now owns the claim, not an agent or attorney) 
Have you already filed notice of claim for this debt? Yes _) No (C) (Check 
one). If yes, give claim No 
. Agent for service of notice (if any) —----~- 
(Person to whom notices and. letters should ‘be sent) 
Address for service of notice vee oa dike deienideensdebbsbd At be 
(If you have no age nt, give. your own mailing address) 
. Identification of debtor and property: 
(a) Name of debtor 
(Person who owes the debt you want paid) 
(b) Identification of property of debtor taken by Custodian: 
Vesting Order(s) No 
Brief description 
(In general terms, as “100 shares X Corporation common stock,” 
“deposit at X Bank,” “‘real estate in X city”) 
(c) Supplemental identification : 

(See Instruction D (2). If you are not able to supply information called for by both 
(a) and (») of this item, state in a supplement to this item any further information that 
will assist the Custodian in determining whether he holds any property available for pay- 
ment of claims against the debtor named ; for example, other names, including trade names 
or corporate names, under which the debtor did business or kept his property, the address 
or addresses of the debtor, any property of this debtor that you know exists in the United 
States.) 


4. Amount claimed (fill out each line; if inapplicable, write “‘none’’). 


(a) Principal ____- oi 
(State the origin: al amount of the ‘de ‘bt “without interest. 
amount is unliquidated, state the amount you claim) 
(bo) Additions other than interest___ ~~ 
(Penalties, “protest fees, etc.) 


(c) Total before deductions___- 

(d@) Payments on account 

PM ge Rt a eR ae A 
(Indicate nature) 


(f) Total deductions 


(7) Net amount claimed, without interest 
(h) Do you claim interest? Yes) No JJ (Check one). 
If yes, give rate, period, and amount, as follows: 
percent, from . , totaling —- 
(Day, month, year) (Day, month, year) 
Nature of debt _------- 
(In general terms, as “ ‘bank deposits,’ . “merchandise ‘supplied, ” “promissory note, 
“damages for contract not performed,” “refund on steamship ticket’) 


Date debt arose 
(Day) 
Security you now hold, if any 
(In general terms, as “mortgage of real estate,” “pledge of stock certificates.” If debt 


is not secured, state “not secured.” If property securing your debt has been taken by the 
Custodian, see Instruction A.) 


8. Priority claimed, if any (see sec. 34 (g) of the Act, re- 
printed on the instruction sheet) : 
Wages and salaries (sec. 34 (g) (1)) 
Claims of United States (sec. 34 (gz) (2)) 
Services, rent, goods, etc. (sec. 34 (g) (3)) 


9. Details of debt. 
(State here the specific facts upon which you base the statements made in items 4, 5, 6, 


7, and 8. Attach copies of any contracts, notes, or other documents upon which you rely 
to prove the amount, date, nature, and any security status or priority status of the debt.) 
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counterclaim which the debtor has alleged, and its amount) 
11. Questions for individual claimants (corporations do not answer). 
Citizenship 
(State name of country; if you have no citizenship, write “stateless’’) 
Present residence address_-_ 
(Number) 
Since 
(Date when you began residing at this address) 

(If you have resided at any other addresses at any time since December 
7, 1941, state them all, with the dates of residence, at each address, in a sup- 
plement to this item.) 

2. Questions for corporate claimants (individuals do not answer). 

State in which incorporated Date of incorporation 
Principal office 
(Number (Street) y State) 

3. Additional questions for assignees, legal representatives, and successors in 
interest. (Do not answer these questions if you are the original creditor. 
Answer them only if you are filing a claim which originally belonged to 
someone else, and which you have acquired by assignment, by operation of 
law, or otherwise. ) 

(a) Original creditor’s name 
(¥) Original creditor’s address on date debt arose (see item 6) 


(c 
, (Day) (Month), (Year) 
(d) If original creditor was an individual or a group of individuals, includ- 
ing a partnership, was he (they) a citizen of the United States or the 
Philippine Islands at all times he (they) held the claim? 
Yes|_]| Nol) (Check one.) If no, give country (countries) and dates 
of other citizenship 


If original creditor was an individu: il or a group of individuals, includ- 
ing a partnership, was he (they) a resident of the United States at all 
times he (they) held the claim? Yes] Nol) (Check one.) If no, 
give country (countries) and dates of other residence. 


If original creditor was a corporation, give State (or foreign country 
if not within the United States) and date of incorporation 
(State or country) 
Date of incorporation 
j (Month) 

(9g) Did you acquire the debt directly froin the original creditor? Yes 2 
No. (Check one.) If no, use a supplement to answer questions (a) 
to (f) of this item, inclusive, for every other person who held the debt 
pr ior to your acquisition of it. 


(In general terms, as “assigned,” “heir,” “executor,” “reorganization of corpora- 
tion,” etc. Use a supplement to state details, and supply copies of documents relied on 
to establish your present ownership of the debt. ff any such documents are court 
orders, the copy attached to the “original” of this form should be certified by the 
court or other competent official.) 


(i) Are you the sole beneficial owner of the claim? Yes) No(] (Check 
one.) If no, name the other owners and state nature of their interest. 


14. If there are any other facts of which you wish to advise the Custodian, state 
them in a supplement to this item. 
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15. Fees of attorneys, agents, and representatives : 
Name of attorney, agent, or representative Addresa Amount of fee 


(Enter the name of each person (or firm) who has received or is to receive any fee 
for representing you in this claim. If there is no such person, write “none.” If the 
amount of the total fee has been fixed, state it If it has not, write “unknown,” but 
the amount will have to be supplied before any payment of your claim can be made 
Attorneys may submit detailed schedules of services performed and will be required 
to do so in appropriate cases. See section 20 of the Trading With the Enemy Act 
on the instruction sheet.) 

I, the undersigned, swear to (or affirm) the following: 

(a) (Strike out the statement that does not apply.) 
I am the claimant in item 1. 
I am an officer of the claimant corporation holding the postion of_______ 

(b) The statements made in this notice of claim and in all supplements 
attached to it are known to me to be true, except as noted to be “upon 
information and belief.” 

(c) I have no knowledge of any fact called for by this notice of claim (in- 
cluding the instructions) which is not fully set forth. 


(Name of signer) 
(Please print or typewrite) 


Norr.—It is a criminal offense to make a willfully false statement or represen- 
tation to any department or agency of the United States Government. U. S. 
Code, Title 18, sec. 80, 

Mr. CreicutTon. When a claim comes in, of course, it is indexed and 
docketed in the office. It then goes down to what we call our Claims 
Service Section. I am speaking of title claims now. 

Senator Dirxsen. These are title claims? 

Mr. Creiguton. Yes. The Claims Service Section makes a prelim- 
inary study of the claim to ascertain whether or not it appears to be 
valid upon its face, whether it is properly executed, and so forth. 

If it then appears that the claim is subject to a motion to dismiss 
because it is patently invalid upon its face, it is transferred to the 
Trial Section for appropriate action. 

If you would prefer, Senator, I can put in the record and furnish 
copies for all the members of the committee a summary of how each 
type of claim is handled, if you would like. 

Senator Dirksen. That will be fine. 

(The information referred to is as follows:) 


STATEMENT DESCRIBING THE PROCESSING OF CLAIMS BY THE CLAIMS BRANCH, 
OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


TITLE CLAIMS 


All cases are assigned to attorneys by the section chiefs for processing. The 
attorney collects all related files of the Office including other claims filed by the 
same claimant, debt claims filed against the vested property, and conflicting 
title claims. After study of the files, the attorney determines whether further 
evidence is required, whether an investigation is called for, or whether the 
claimant has presented a prima facie case for return. 

If, on the basis of the facts appearing in the claim file and related files, a return 
cannot be made to the claimant, a preliminary analysis memorandum is pre- 
pared by the attorney. This is done at any stage of the processing where it 
appears that one of the statutory requirements cannot be met or where a serious 
problem of national interest is presented (sec. 32 (a) (5)). On the basis of this 
memorandum the branch chief may forward the case to the Trial Section. 

If further information is needed in connection with the claim, a letter will be 
prepared to the claimant or his agent requesting it. If an investigation is 
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desirable, a memorandum requesting that will be prepared. Where the claimant 
has resided in Germany or Japan and the value of the property claimed is more 
than nominal, an investigation will be requested of the appropriate overseas 
branch inGermany or Japan. In addition, we may use the investigation facilities 
of the FBI and the Department of State. When the information in the files 
is suflicient for the tentative conclusion that the claim may be allowed, the 
preliminary processing is begun. A claim summary sheet is filled out by the 
attorney for each claimant and each predecessor in interest involved in the 
claim. These summary sheets are sent to the various interested Government 
agencies. These are Department of State, Army and Navy, FBI, Bureau of 
Internal Revenue, and the Antitrust Division of the Department of Justice. 
Where a claimant or a predecessor has resided during the war in a country 
with which we have certification arrangements concerning citizenship, residence, 
absence of enemy interest in the property, and noncollaboration with the enemy, 
a photostatic copy of the notice of claim is prepared and sent to the foreign 
government with a request for certification. At the end of approximately 60 
days, when all the material has been received and the attorney is prepared to 
recommend allowance of the claim, he proceeds to recommend its allowance. 

If the claimant is a nonresident of the United States, a notice of intention 
to return vested property is prepared, identifying the property to be returned 
and its location. This is published in the Federal Register as required by section 
32 (f) of the act. ‘The attorney prepares a detailed memorandum to the Director 
setting forth the pertinent facts of the case which led to the required statutory 
findings of title, eligibility, and national interest. If the claimant is represented 
by an agent, the agent is requested to forward the schedule of the fees that he 
proposes to charge as called for by section 20 of the act. If no objection has been 
received following 30 days from the publication of the notice in the Federal 
Register and the fees requested by claimant’s agent are satisfactory, a determin- 
ation and return order is prepared for the Director. The attorney prepares a 
brief memorandum to the Director outlining the date of publication, the fact 
that there have been no objections and a discussion of attorney’s fees. A 
memorandum is also prepared to the Collection and Custody Section advising 
them to whom delivery of the property is to be made and whether anyone other 
than the claimant has power to execute a release and receipt for the property. 
If any assignments or deeds are necessary to effectuate the return, they are 
prepared by the attorney and forwarded to the Director for his signature. 

If the claimant is a resident of the United States, no notice of intention is 
required and the determination and return order will be prepared without 
the prior notice. 

In any patent contract case where royalties have been received by this 
Office, it is necessary to determine whether any of these royalties fall within the 
provisions of any of the memoranda of understanding respecting the retention 
of royalties by this Government. In such cases also the contracts are forwarded 
to the Antitrust Division of the Department of Justice for their views on the 
legality of the contract involved. If any royalties are found attributable to war 
production and are covered by a memorandum of understanding, they will be 
retained. If the Antitrust Division advises that modifications of the contracts 
appear necessary, such modifications will be obtained. 


DEBT CLAIMS 


Debt claims are selected for processing by the Chief of the Debt Claims Section 
on the basis of the expiration of bar dates, the availability of cash in the 
debtor’s account for the payment of debt claims, and the absence of timely filed 
title claims or section 9 (a) suits with respect to the vested property. A large 
insolvent account will be assigned if the cash available will permit a 10 percent 
or better pro rata payment to each debt claimant. After claims against a 
particular debtor are selected for processing, the following investigatory checks 
are sent out as required by the provisions of section 34: 

(1) A check of the records of the Department of Justice on the question 
whether the claimant has been convicted of violation of any of the statutes 
‘specified in section 34 (a) and, if the claimant is an alien enemy, on the 
question whether he was interned or paroled under the Alien Enemy Act (50 
U.S. C. App. 21). 

(2) A check with the General Accounting Office on whether the claimant is 
indebted to the United States. 
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(8) A check with the Bureau of Internal Revenue on whether any reserve 
should be made from the debtor’s account for taxes. 

(4) A check with the Comptroller to ascertain the amount of cash in the 
debtor’s account available for the payment of claims after the making of re- 
Serves for taxes and for the expenses of this Office. 

After the investigatory checks are sent out by the Claims Service Section, the 
claims are assigned by the Chief of the Debt Claims Section to a particular 
attorney in the Debt Claims Section. The attorney examines the claim file 
and the general files relating to the debtor and writes the claimants for any 
additional information that may be necessary. Where the circumstances require, 
he requests an investigation by the Overseas Branch in Germany or Japan. After 
the reports have been received on the various investigatory checks, and after 
the information requested has been received, the attorney ascertains whether 
all the requirements of section 34 in regard to the eligibility of the claimant 
and the validity of the claim and the requirements of section 20 in regard to 
attorney’s fees for prosecuting the claim with this Office have been satisfied. 
if the attorney concludes that the claim should be recommended for allowance, 
he prepares a review memorandum from the Chief of the Claims Branch to the 
Director discussing the facts of the claim and the legal problems involved, and 
he drafts for the Director’s signature, a determination allowing the claim and, 
if the debtor’s account is solvent, a payment order directing payment of the 
claim by the Comptroller. 

Where the claim recommended for allowance is in an insolvent estate, a pro- 
posed determination is prepared instead of a determination, which states that 
payment of the claim will be made only in accordance with and to the extent 
provided by the final schedule issued in accordance with the provisions of section 
502.202 of the Rules of Procedure for Claims of the Office (17 F. R. 11836). When 
processing of all the claims against an insolvent estate is completed, the attorney 
prepares for the Director’s consideration a tentative schedule showing the debt 
claims proposed to be allowed by the Director and the priorities assigned thereto 
and the payment to be made to each claimant. Subsequently, in accordance with 
section 502.202 (e) of the rules, the attorney prepares for the Director’s consider- 
ation a final schedule. 

Where an attorney to whom a claim is assigned concludes that it cannot be 
recommended for allowance without a hearing, he prepares a letter from the 
Chief of the Claims Branch to the claimant stating the reasons why the claim 
must be opposed by the Claims Branch and inquiring whether the claim will be 
withdrawn or whether a hearing is desired. If the claimant decides not to 
withdraw his claim, the claim is transferred to the Trial Section for opposition. 


Senator Dirxsen. Just informally, briefly take us through the 
course here. 

Mr. Creicuron. All right, sir. When the claim is reached for 
assignment, it is assigned by the Chief of the Title Claims Section to 
an attorney in that section. 

Senator Dirksen. Let me ask one more question with respect to 
indexing and filing. Is it filed only here or is it filed also in New 
York? 

Mr. Creiguton. Well, we send a copy of each claim that is filed, 
with certain information which is placed upon an information card 
or index card, to our Comptroller’s Office in New York, so that he may 
register that claim as being filed against a certain account. 

Mr. Natrn. Does that ever interfere with your procedure in the 
Claims Branch, the fact that the New York Office maintains certain 
records ? 

Mr. CretcutTon. Do you mean—— 

Mr. Naren. By reason of the fact that the office is located in New 
York rather than in Washington. 

Mr. Cretcnron. Well, I would say this: that if the Comptroller’s 
Office was located in Washington it would expedite the claims proce- 
dure to a certain extent. It would save transmitting the claim forms 
to New York. We have to get information from New York with 
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respect to the amount held in any particular account, whether or not 
the property claimed has been sold, where the proceeds are, what is 
the situation with respect to taxes, and matters of that sort. Certainly, 
there is no doubt in my opinion but what the program as a whole 
would operate more efficiently with the Sete Office in Wash- 
ington, provided that the Comptroller’s Office is located in the building 
wherein we operate. If it should be in some other building, you would 
have nearly as much delay as you would if it were in New York. 

Senator Dirksen. Now, then, from the claims service, which looks 
at it from the standpoint of validity of form, it goes where ? 

Mr. Cretcuron. The claim then, as I said, goes to the files, unless 
it is a claim which we think we can move to dismiss based upon the * 
face of the claim. When the claim is reached for processing it is 
assigned by the Chief of the Title Claims Section to one of the attor- 
neys in that section. The attorney takes a claim and he processes it. 
He sees what is the basis of the claim, what is the property claimed, 
what evidence has been submitted in support of the claim, and if the 
evidence is not sufficient he writes to the attorney or to the claimant 
stating what additional evidence in his opinion is required. If, after 
he has completed his inquiry and has had made whatever investiga- 
tion he thinks was required, he is of the opinion that the claim is one 
which can be summarily allowed, that all statutory elements have 
been established, he then prepares a memorandum directed to the 
Director of our office from me, in which he sets forth the basis for his 
conclusions, namely, a sufficient statement of the facts and the evi- 
dence supporting those facts from which I can make a determination 
that in my opinion the claim is good. If it is a claim by a person 
who is not a resident of the United States, in conformity with the 
statute he prepares what is known as a notice of intention to return. 
I then approve that, if I am in agreement, and it goes up to the Direc- 
tor for his signature. After 30 days, if no objections are made to it 
or no attachments are filed against the property as provided for in 
section 32 (f) of the act, the attorney prepares what is known as a 
determination and return order. That is a form that we have worked 
out in which conclusions only are stated to bring the claim within the 
statutory provisions. That then goes to the Director on my approval 
together with any other documents that may be necessary for the 
Director to sign effectuating the return, such as assignments or deeds, 
if real property is involved. Those go to the Director to be signed, 
and after approval by him they come back to my office and are then 
transferred to the Inter-Custodial and Property Branch which ef- 
fectuates the delivery of the moaeenty. 

Now, then, there is one other thing that I have not mentioned here 
in the processing of claims which should be mentioned, and that is 
section 20 of the act. Section 20 of the act provides that no fees shall 
be paid to an attorney or an attorney-in-fact or agent unless it is 
determined by the Director of our office that such fees are reasonable, 
and in no event shall the fee exceed 10 percent of the value of the 
property that is to be returned. Many claims are delayed in effectu- 
ating a return because of the failure of the attorney or agent to submit 
his schedule of fees and the basis upon which we can make a deter- 
mination that the fees are reasonable. That is another section of the 
act which, I think, should be amended so that it would place no re- 
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sponsibility upon our agency to determine the reasonableness of any 
particular fee. I think the statute should merely provide that the 
fees shall not exceed 10 percent, and the attorney or agent should file 
an affidavit that he will not charge more than that. ‘But we should 
not be burdened with the necessity of taking each case and getting a 
statement as to how many letters the attorney wrote, what work he 
did, and if there are a half dozen attorneys in it, how they are going 
to divide the fee up. 

Senator Dirksen. Do you do that now? 

Mr. Creraunton. We have to do that now under the statute. 

Senator Dirksen, You have to require time sheets in connection 

th this? 

Mr. Creieunron. Well, many attorneys do not keep time sheets, and 
it takes them a lot of time sometimes when we ask for the schedule 
to go back and reconstruct their file and tell us what they have done 
and how many hours. What might be a reasonable fee in Fairfield, 
I1]., would not be a reasonable fee if the lawyer practiced in New 
York. So it brings up all sorts of problems. I do not believe that 
such responsibility should be placed upon our agency or our depart- 
ment. 

Senator Dirksen. Now, that exhausts the procedure on title claims. 
Is there any distinction between that and your procedure on debt 
claims ¢ 

Mr. Cretgunron. Well, I have only spoken on title claims with re- 
spect to uncontested claims. 

Senator Dirksen. Yes. 

Mr. Cretcuton. If the attorney who is processing a claim is con- 
vinced that the claim is one which he cannot recommend for summary 
allowance, he prepares what is known as a preliminary analysis di- 
rected to me, and a short memorandum transferring the case to the 
Trial Section of the Office. I go over that preliminary analysis, and 
if Iam in accord with it and believe that it is a claim as to which there 
is some doubt that I cannot recommend it for summary allowance, 
I then approve his memorandum and transfer it to the Trial Section, 
where it is worked up for trial before an independent hearing ex- 
aminer, as any other case is worked up for trial in court. After the 
case has been worked up by the Trial Section and they are ready to 
go to trial upon it, it is docketed with the hearing examiners for a 
hearing. After the hearing the hearing examiner renders his opinion. 
If I disagree with his opinion I may appeal to the Director. If the 
claimant disagrees with the opinion he may appeal to the Director, or 
petition to appeal, I should say, and the Director can grant the appeal 
or deny it. He can sustain the hearing examiner or reverse the hear- 
ing examiner, and that then becomes a final decision of the Office. 

Senator Dirksen. Do you have in mind a figure as to the number of 
appeals that have been t: aken ? 

Mr. Creitcnton. I think I have that figure here. The predecessor 
committee report, I think, gives it. 

Senator Dimxsen. You can supply it for the record. You might just 
give us an idea about it. 

Mr. Creienton. I would say some 78 claims have been appealed. 

Senator Dirksen. Out of the whole number ? 
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Mr. Creicuton. Out of the whole number on which there have been 
hearings held before the hearing examiners 

Senator Dirksen. Where the claimant is aggrieved at that point 
the appeal goes where ? 

Mr. Creieuton. There is no judicial review. 

Senator Dirksen. There is no judicial review ¢ 

Mr. Creicuton. No. In that connection, I might say that the 

Claims Branch has recommended that an appeal be granted to title 
claimants from the record made in our Office to the Circuit Court of 
Appeals of the District of Columbia or the United States court of 
appeals for the district in which the claimant resides. I want to say 
in that connection that that would probably delay the final adjudica- 
tion of claims and would probably create an additional expense upon 
the Office. But I am sort of old fashioned, and I have always felt 
that when a man’s property rights were involved he should be entitled 
to have a United States court pass upon his rights. 

I think administrative procedures are wonderful and they are neces- 

sary in certain types of agencies, but this is a situation in which you 

have statutory construction and property rights involved, and I have 
always felt that in these circumstances there should be some form of 
judicial review. 

Senator Dirksen. How many of the 78 might have gone to the 
Federal circuit court ? 

Mr. Creieuton. I could not venture a guess upon that. I think 
that as a result of our administrative procedure and the review in our 
own oftice by the Director, and based upon the facts that are developed 
in the administrative proceeding, many cases do not go to the courts 
that would have gone to the courts had the claimant a right to sue de 
novo. In other words, after the claimant reads the hearing ex- 
aminer’s opinion or the Director’s opinion, and the finding of fact 
made from the record, many of the claimants think it is useless to 
appeal. 

Senator Dirksen. That concludes, then, the procedure on title 
claims ¢ 

Mr. Creiautron. I believe that generally concludes it. 

Senator Dirksen. Is there any variation in the processing of debt 
claims ? 

Mr. Cretcuron. There isa variation in this respect. In the process- 
ing of debt claims, of course, what we have to do is to take estates of 
debtors. We have to keep an estate sheet after the claims come in. 
We may find that here is an estate against which no title claims have 
been filed, but only debt claims are filed, and the bar period has run 
for the filing of any additional debt claims. We look over that es- 
tate sheet, we see what is the value of the claims filed, how much money 
we have in the account, and whether it is possible to process all the 
claims. 

If we find that the debtor’s estate is solvent, then we take up the indi- 
vidual claims. If the individual claim, in the opinion of the attorney 
in the Debt Claim Section, is a valid claim and meets all the statutory 
requirements, after the proper investigation has been made and the 
debt has been established, then he prepares a determination and an 
order for the payment of the claim, which, if it is approved by me, goes 


41389—54—pt. 1-16 





236 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


tothe Director. Ifthe Director approves it, a payment order is signed 
and it is sent to the proper division for payment. 

If it is an insolvent estate you run into complications. 

Senator Dirksen. What do you make of the allegation in the report, 
and I assume you have familiarized yourself with this? 

Mr. Creicuton. I have read it several times, Senator. 

Senator Dirksen. Which said: 

Throughout the Claims Branch there is a duplication of effort and an unex- 
plained slowness of process, and an inability or unwillingness to adapt the avail- 
able manpower to the exigencies of the claims processing, which results in a 
decided lack of promptness and definite inequitable adjudication of claims under 
the act. 

Mr. Creicuron. I don’t think there is any justification for the state- 
ment. I think my whole testimony here has disclosed, if I am correct 
in my statement of what our problems are, that that is not true, and 
that the record in the Claims Branch disproves that fact. 

Senator Dirksen. Well, I think you have made a very good and a 
very constructive statement of the operations of the Claims Division. 
Certainly it has thrown a great deal of light on what seemed to be a 
very vague and rather obscure picture. 

Mr. Creieuton. I think that statement was made without under- 
standing or having had an opportunity to understand what our prob- 
lems were. I mean what our problems were with respect to debt 
claims. We had no hearings upon that. We had several conferences. 
And Mr. Sapp was a very fine and a very able lawyer. But I tried 
to explain to him that I couldn’t administer this act, in my opinion, 
as you would administer an insurance company. It was just impos- 
sible of being done in my judgment. And that is about the way it was 
left. 

Mr. Nairn. Mr. Creighton, what is the economy of manpower in 
having one of these claims, either debt or title, pass through a lawyer 
in the Title or Debt Section and then to a trial attorney and then 
perhaps to an appeal attorney and having each individual familiarize 
himself over again with the fundamental issues involved, rather than 
having one man responsible for prosecuting the claim straight through 
the entire office? 

Mr. CreicuTon. Well, when section 32 was enacted it was thought 
that we ought to bring our procedure into line with the Administrative 
Procedure Act which had just been passed. But since there was no 
judicial review granted in section 32, we thought that a man should 
have something like constitutional due process and that we should 
give every claimant a hearing before an independent hearing exam- 
iner who was not subject to control or domination by the Director 
of the office. We deliberately set up our procedures to be in line with 
those set forth in the Administrative Procedure Act, and so that 
we could not deny a claim arbitrarily, and every man should have 
his day in court. That was the philosophy behind it, and I think it 

yas probably a splendid philosophy insofar as the Government is 
concerned, and in line with the way that the Government is looking 
upon matters of this sort at this time. 

Senator Dirksen. Now, you have said nothing as yet, Mr. Creighton, 
about any tax complications that are involved. 
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Mr. Creicuron. The tax complications are not something that con- 
cern me, Senator. Section 36 of the act provides that we must pay 
any taxes that are due before we return the property. We do not await 
determination of any tax question before we process a title claim, 
because every determination and return order says, “Subject to taxes 
and increases or decreases because of administration.” So we do not 
let the tax question hold up our processing of title claims. It will 
hold up the processing of debt claims against certain estates because 
until the tax question is settled we do not know how much of the 
debtor’s property is available for the payment of debt claims. 

Senator Dirksen. Do you sequester those amounts and pay them 
direct where there is a tax obligation ? 

Mr. CreicHton. We pay the taxes direct pursuant to the authority 
or direction contained in the statute. 

Senator Dirksen. Have you maintained a tax account standing 
by itself or do you just treat it as one item in the whole claim that is 
before you, individual claim ? 

Mr. CretcuHTon. Well, the tax claims are not filed as a claim 
against—I do not process tax claims. The tax claims are adjusted 
by the Comptroller’s Office. In other words, we have a working 
agreement and liaison with the Bureau of Internal Revenue. They 
examine the accounts, they assess the taxes, and our Comptroller’s 
Branch goes over it and if he is in agreement that the tax is a just tax 
and it is due, then a check is drawn payable to the Bureau of Internal 
Revenue or the Treasurer of the United States, whichever it is, and 
the tax is paid. 

Senator Dirksen. Yes; but in a consolidated balance sheet, cer- 
tainly there would be an item which would indicate how much money 
has been paid. 

Mr. CreiguTon, Senator, I cannot tell you. I do not know how they 
keep the accounts. 

Senator Dirksen. We will discover it. I thought you knew. 

Mr. CreicuTon. I do not know. 

Senator Drrxsen. I wanted to ask one other question: Has there 
grown up, in view of the fact that the office has been operating a good 
many years, a kind of alien property legal practice which brings the 
same faces before your Division from time to time, representing 
claimants, or not? 

Mr. CreiauTon. Well, I would say, Senator, that there are some 
attorneys that have more than one claim, who have several claims. 
I don’t think that there is any one attorney or any one group of at- 
torneys that prosecutes the majority of claims before our Office. 
Claimants are represented in claims proceedings by attorneys all over 
the United States, from California to New York. 

Senator Dirksen. Well, you see the purport of the question. 

Mr. CretcuTon. Yes. 

Senator Dirksen. For instance, before the Tax Court or before—— 

Mr. CreicutTon. We have some experts. 

Senator Dirksen. Or before the Interstate Commerce Commission 
there are people who specialize in that kind of work, and they come 
very frequently. 

Mr. Creiguton. Well, we have some people who are maybe spe- 
cialists in citizenship matters, and in the dual national claims per- 
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haps one firm of attorneys may have a half dozen claims. There may 
be an attorney out in Minnesota, and because of the reputation of 
this firm in Washington he may have engaged the Washington firm as 
counsel. But 1 would say that today you do not have what I would 
say isa small group of attorneys who are specializing in alien property 
and have anything like the majority of the claims pending before us. 

Senator Dirksen. Of course, the only reason for the question was 
whether or not it would become necessary to set up certain standards 
of practice before your agency. 

Mr. Creiguton. That is right, sir. We have rules, as you know. We 
have our own rule with respect to former employees practicing before 
our office. 

Senator Dirksen. And what isthat rule? That is not in the statute, 
that is an agency rule? ; 

Mr. CreiGutron. No, sir, that is an agency rule. And I have that 
with me. 

Senator Dirksen. Well, I merely suggest that you might have it 
inserted in the record. 

Mr. CreiguTon. | will be glad to insert that in the record, sir. 

Senator Dirksen. Very well. 

(The information referred to is as follows:) 


RULES OF THE OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Part 505—Speciric PROHIBITIONS—ACTIVITIES OF EMPLOYEES AND FORMER 
EMPLOYEES OF PHILIPPINE ALIEN PROPERTY ADMINISTRATION 


The designation of the Office of Alien Property as successor to the former 
Philippine Alien Property Administration requires the amendment of certain 
sections of this part to conform existing prohibitions on activities of employees 
and former employees respecting the functions and property of the former Philip- 
pine Alien Property Administration. 

1. Section 505.50 (a) prohibits officers and employees of the Office of Alien 
Property from dealing with property vested in or transferred to the Alien Prop- 
erty Custodian or the Attorney General. Property vested in the Philippine Alien 
Property Administrator has been transferred to the Attorney General and 
§ 505.50 (a) is therefore amended to make express reference to such property, as 
follows: 

§ 505.50 Prohibition of transactions by personnel of the Office of Alien 
Property. (a) No person connected directly or indirectly with the Office of 
Alien Property shall effect or cause to be effected for personal benefit or profit 
any sale or purchase of, or other transaction in, or otherwise deal or participate 
in any property or interest therein concerning which the Alien Property Cus- 
todian, the Philippine Alien Property Administrator, or the Attorney General 
has acted, or may hereafter act under the provisions of the Trading With the 
Enemy Act of October 6, 1917, as amended, or pursuant to the powers delegated 
to the Attorney General by the President under Executive Order 9788 of October 
14, 1946, 3 CFR, 1946 Supp., Executive Order 9989 of August 20, 1948, 13 F. R. 
4891, 3 CFR, 1948 Supp., and Executive Order 10254 of June 15, 1951, 16 F. R. 
5829, 3 CFR, 1951 Supp. 

2. Section 505.60 (a) and (b) presently prohibit former officers and employees 
of the Office of Alien Property, or of certain other agencies which dealt with 
alien property or foreign funds control matters, from representing claimants in 
connection with matters concerning which they gained personal knowledge 
while so employed or associating with others who gained such knowledge. The 
agencies mentioned should include the former Philippine Alien Property Ad- 
ministration, of which the Office of Alien Property is the successor. Section 
505.60 as hereby amended is to include published reference to the Philippine Alien 
Property Administration, to omit reference to 41 U. 8S. C. 119 which was re- 
pealed by 62 Stat. 862, and to require affidavits from all former officers or 
employees of such agencies so as to ascertain that compliance with the prohibi- 
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tion is obtained. In addition, the regulation is clarified by making specific the 
requirement that the applicant state that he took no action concerning the matter 
in question. Therefore, § 505.60 is amended to read as follows: 

§ 505.60 Limitation on representative activities by former employees. No 
former officer, clerk, or employee of the Office of Alien Property, or the Office 
of Alien Property Custodian, or the Philippine Alien Property Administration, 
nor any former officer, clerk, or employee of the Treasury Department or of any 
Federal Reserve Bank who performed duties in connection with Foreign Funds 
Control nor any former officer, clerk, or employee of the Department of Justice 
who performed duties in connection with Alien Property Custodian functions, 
may appear before the Office of Alien Property in a representative capacity 
unless he obtains the prior approval of the Director of the Office of Alien 
Property in each matter. ‘To obtain such approval he must file with the Director 
an affidavit in duplicate stating: 

(1) The department or agency in which employed and the dates of such 
employment ; 

(2) That while he was so employed the particular matter was not pending 
in such department or agency, or if it was so pending that he 

(i) Took no personal action with respect to it; 

(ii) Gave no personal consideration to it; 

(iii) Gained no personal knowledge of its facts, and 

(iv) Is not, and will not be, associated in the particular matter with any 
person who took personal action with respect to it, or personally considered it 
or gained personal knowledge of its facts while so employed. 

Note: Attention is called to the provisions of R. 8. 190 (5 U. S. C. 99) and 18 
U. 8S. C. 281, 283, and 284. 

8. Section 505.61 Interpretation of § 505.60 is merely an informational refer- 
ence to the presently applicable R. S. 190, 5 U. 8. C. 99, and 41 U. S. C. 119, since 
repealed by 62 Stat. 862. Publication of this section is discontinued. 

(Sec. 7, 40 Stat. 416, 50 U. S. C. App. 7; Sec. 301, 55 Stat. 839, 50 U. S. C. App. 5; 
E. O. 9193, July 6, 1942, 7 F. R. 5205, 3 CFR, 1943 Cum. Supp.; EB. O. 9788, 
October 14, 1946, 11 F. R. 11981, 3 CFR, 1946 Supp.) 

Executed at Washington, D. C., on December 19, 1952. 

[SEAL] RowLANp F. Kirks, 

Assistant Attorney General, 
Director, Office of Alien Property. 
[F. R. Doc. 52-13666 ; Filed, Dec. 29, 1952 ; 8: 53 a. m.] 


Senator Dirksen. Now, Mr. Creighton, this question is a bit of a 
departure, I think, from what we have been pursuing in the last 
couple of meetings, and it is a slightly personal question in character. 
I know you will accept it in the spirit in which it is asked. But we 
had testimony in an off-the-record session from one individual who 
ultimately became president and chairman of the board of a vested 
corporation in New York. And, of course, in the discussions that we 
bak ceed I am frank to say he was rather revealing, and I don’t 
believe he withheld any information—it would appear that along 
the line and times, people who have been identified with the Alien 
Property Office have become directors or officers of vested corporations. 
Have you ever become a director or an officer of any corporation 

Mr. CreicuTon. I have not, sir. 

Senator Dirxsen. That has been managed by the Alien Property 
Office ? 

Mr. CreiautTon. I have not. 

Senator Dirksen. Have you had any contact with that particular 
work? 

Mr. Creitcuton. No, sir, I have not. 

Senator Dirxsen. There is nothing that you could disclose to the 
committee in that particular field? I recognize, of course, that that 
is in Management and Liquidation, and we will have testimony on that 
later. 
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Mr. Creicuton. I have never been asked for a recommendation 
for anybody to serve upon the board of directors of any corporation, 
or have I had anything to do with the management of any corpora- 
tion. I was at one time, with respect to a certain group of corpora- 
tions, asked if I desired to serve upon the board of directors of these 
particular corporations. They were corporations in which we did 
not own all of the shares of stock, but there were minority interests. 
I told the person who talked to me that I did not desire to serve upon 
the board of directors of the corporation where I might be requested— 
not that I knew or thought that I would—might be requested to 
represent the interests of a single stockholder, namely, the Govern- 
ment of the United States over and against the minority stock in- 
terests when the action which the Government might desire to take, 
I might think, was not consistent with good business judgment. That 
is the only time. I don’t mean to intimate that any such request 
has ever been made to any director or any person who served upon the 
board, but that was just my philosophy and I therefore decided I 
would prefer not to serve. 

Senator Dirksen. Now, I think, in general, we have pursued this 
matter as far as we should take it at the moment, but I want to get 
back to the question of recommendations just for a moment, because 

do believe that that is finally the crux of this thing. You will 
submit to us now your suggestions with respect to section 34 of the act? 

Mr. CreicuTon. Yes, sir. 

Senator Dirksen. Which, as vou indicated, as we examined these 
11 items where so many of these claims were lodged, that probably 
a modification or maybe outright repeal and a “substitute section 
might be rather valuable in expediting this work. Then there is 
section 20 which relates to an examination into the fees that are 
charged by attorneys. 

Mr. Cretenton. Yes, sir. 

Senator Dirksen. What else have we then? 

Mr. Creiguron. You have two other sections, that is section 33, 
the extension of the statute of limitations, on which bills are pending 
in Congress now. 

Senator Dmxsen. That is the bill introduced by Senator Hunt? 

Mr. Creiguron. That is right, sir. 

Senator Dirksen. Well, it runs in my mind, however, that bill was 
designed only to do this: That is, if I saw the same bill, he may have 
introduced a general bill, but the bill I saw was seeking to develop 
an extension in behalf of some Japanese student who had pocket 
money in the amount of some $2,000, as I recall. 

Mr. Creicuron. But he introduced a general bill which would open 
up the statute for any person for a period of 1 year or 6 months, I 
have forgotten which it 1s. 

Senator Dirksen. Yes. 

Mr. CreicuTon. That bill has some merit, but it will delay the 
claims program without any question. 

There is also the bill which would give judicial review under sec- 
tion 32 to all administrative determinations in which the claim has 
been denied. That would also extend the claims program to some 
extent. 

Mr. Naren. Does that bill apply to debt claims as well ? 
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Mr. Creicuton. No, sir, it is related only to title claims. 

Senator Dirksen. Now, what about section 32 of the act? 

Mr. Creicuton. There are some clarifying amendments that I 
think would help us in administering title claims. They are generally 
in the nature of clarifying amendments, and I have some ideas on that 
which I will be glad to submit to you. 

Senator Dirksen. You will incorporate those in your memo- 
randum ¢ 

Mr. CreicuTon. I will incorporate those in my memorandum. 

You understand, Senator, that these are my personal views only, 
based upon my experience in this claims program for 18 months. 

Senator Dirksen. That we understand. Well, it is to be assumed 
that the new Attorney General would certainly not have an oppor- 
tunity to familiarize himself with this whole line of action, and at 
best he might look over them and concur generally, or indicate that 
he has no particular recommendations to make of his own at the 
moment. 

Mr. CrereuTon. That is right, sir. 

Senator Dirksen. Well, now, is there anything else that you can 
say to the committee in the interests of the state of the Union relating 
to the 7 or 8 items that were included in the Wiley resolution that are 
very properly a field of exploration by the committee ¢ 

Mr. CreiGuTon. I don’t think I have anything I care to express an 
opinion on at this time, Senator. I want to say to you that whatever 
success—and I think we have been successful—whatever success I 
have had in administering this claims program as such, and in making 
recommendations for legislation, has been due to the cooperation of 
the loyal and efficient section chiefs that I have had in the Claims 
Branch and of the other employees of that Branch. I think that asa 
whole they are hard-working, conscientious Government. officials. 
You always find a few that are not, but there is no attitude in the 
Claims Branch since I have been in charge of it to try to delay a pro- 
gram and extend jobs. I am convinced of that. 

Senator Drmxsen. I wonder also if, in connection with your testi- 
mony, you would file with us for the record the names of all the em- 
ployees in the Claims Division. 

Mr. CretcuTon. I would be glad to. 

Senator Dirksen. Their GS rating, or their GS professional rat- 
ing, and their current salaries. 

Mr. CrercutTon. Yes, sir. 
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(The information referred to is as follows :) 


Department of Justice, Office of Alien Property, Claims Branch, personnel as of 
Mar. 2, 1953 


PROFESSIONAL 
Tith | Salary 


Attorney-adviser (Chief, Claims Branch) iS $11, 800 
Attorney-adviser (Assistant Chief, Claims iS 10, 000 
Brancl 
Herbert D. David Trial attorney (general) (Chief, Trial Section | 10, 200 
Ira B. Kirkland, Jr Trial attorney (general) (Chief, Appeals and : 8, 760 
Opinions Section) 
David M. Williford Supervising attorney-adviser (general) (Chief, | GS i 9, 800 
Title Claims Sectior 
Armand B. DuB | Supervising attorney-adviser (general) (Chief, 
Debt Claims Sectior 
John W. Watson | Legal assistant (Chief, Claims Service Section) 
John J. Edward | A torney 
William C. Levy Trial attorney (general 
Max L. Kane d 
Bernard W. Friedmat ac 
Arthur J. Gang de 
Irwin E. Blum Attorney-adviser 
Bartlett S. Atwood A ttorney-adviser (general 
George E. Worthington Trial attorney (general) 
Henry K. Osterman do 
Richard P. Lott | do 
William K. Jackson do 
Mary P. Clark Attorney-adviser 
Joseph D. Moore | Trial attorney (general) 
Carroll A. Cahen | Attorney-agviser (general) 
William F. Fitzgerald Trial attorney (general) 
Richard E. Newkirk Attorney-adviser (general) 
Betty E. Dudik do 
Bernard Moritz | do 
Kurt F. Korf Attorney-adviser 
Helen Silving | do 
John A. Cooper do 
Arthur Breuer do 
Benedict F. Fitzgerald, | ‘ | Trial attorney (general) 
Edith Lowensteir | 
Hubert H. Finzel | Attorney-adviser-. 
Doris R. Williamson do..-. 
Edward C. McKenzie do... 
Clinton Brome ‘ | Trial attorney (general 
William James Kane | Attorney-adviser- 
David M. Klinedinst | do 
Abo Hosiosky | do. 
Stanley Segal | do 7, 040 
Edward A. McInnes? | do__.. ‘ dels 7, 240 
William J, Holloran do... 3-12__ 7, 640 
Samuel D. Luchs | do : : 3-11. 6, 340 
Margaret H. Earley | do_.. ; +S-11._. 6, 340 
Catherine M. Stafford do +S8-11_.. 6, 940 
Verne J. Schlegel do 8 ae. 6, 140 
George B. Foley do S cae 6, 540 
William F. King__. do___. ; § wuidec 6, 140 
Milo V. Price do.... : ayy: eRe 5, 060 
George A. Finch, Jr do Gs-9.._. 5, 060 
Robert C. Morrow do... ; : | GS-9____ 5, 310 
Joseph F. Jaskiewicz do .| GS-7... 4, 205 
Donald H. Shafarman do. GS-7... 4, 205 
A. Andrew Giangreco._- do__. SU nckaass 4, 205 
Judson W. Hoff__. do... ai GS-7... 4, 205 
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9, 800 


7, 840 
10, 600 
9, 600 
9, 600 
9, 600 
9, 600 
8, 560 
8, 360 
9, 360 
8, 360 
8, 560 
8, 760 
8, 560 
8, 560 
8, 360 
8, 560 
8, 360 
8, 360 
8, 360 
7,440 
7,040 
7, 240 
7,440 
7, 240 
7,640 
7,440 
7, 040 
7, 440 
7, 204 
7, 040 
7,040 
7.040 


T 


) 





COwwOW SS SPD 


wn 


1 


! i 
ww oo Go to 


} + 1 1 1 | t 1 i 
pect pet em fl hs feed uch fe beh fen fel et ee fe fee eh ed fe ed fe pe ee ed fed fod fet fe fd fet fod 
wn 


RAN p RBABPAPRBRRRARRPR 


i 


A fy fm fi fi fl fi fi fi fin fi fl fin i fl fl i Nl i ln 
6 Od 2 0 dd a a a 


NWN NNWWOWwWw 


a 


do 


~ 
4 ed 


IPARRRARRARRP 
1 7 1 1 





NNNNNNNNN?h 
win ad co. ' 





CLERICAL 


Madelyn B. Stewart-- Examiner . iS . $4, 955 
Olive M. King | Secretary (stenographer ; ; 8-6§...... 4, 295 
Elise C. Havenner. | do... ; i a in _ 3, 660 
Marie C. Brent | Clerk-stenographer cau ‘ ‘ 4, 160 
Lois B. Wood__.- | Secretary (stenographer) oe 5-6.... 4, 035 
Louise R. Vann.. | do-_... ; Bun 8-5.... 3, 535 
Dorothy M. Basso do.... pues 8-5...... 3, 785 
Emma 8. Constantine iis S-6...... 4, 160 
Minnie M. G. Thayer do : 8-5..... 3, 910 
Rhoda S. Newman a | do. er ere 8-5...... 3, 910 
Martha M. Jaskiewicz_. Clerk-stenographer.. P"Gccane 3,910 
Elizabeth C. Jackson J a x aad ; 3 4, 035 


1 Resigned, last day of duty Mar. 6, 1953. 
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Department of Justice, Office of Alien Property, Claims Branch, personnel as of 
Mar, 2, 1953—Continued 


CLERICAL—Continued 





Grade | Salary 
| 

| 3,535 
3, 660 
3, 660 
3, 410 
3, 575 
3, 655 
3, 495 
655 
575 
655 
655 
655 
495 
655 
655 
255 
655 
415 
655 
255 
175 
175 
175 
495 


7F 
io 


030 
270 
430 
190 
030 
430 
030 
030 
030 
350 


Thelma 8S. Goldiner._..._-. ..-| Sec — vane . on .| GS 
Thelma K. Price._.-- ead i MBBctave | Gs 
Vera Watts........- cians 

Alma C, Wyvill.---- ce Supervisor, a Service Unit... 
Hazel V. Leonard_.-- ...-----}| Mail and file cler cei 
Dorothy J. Winland-_-. : Clerk- stenographer 

Marceline T. Weaver. - ; mess; ; 

Helen Bradley -.-.- . woh, GE Mca ina 

Madalyn V. Harr... Clerk- stenographe r 

Leona H. Meissner - - do 

Mary G. Huddle. | Correspondence clerk 

Anna M. Brandon *_--- Clerk-stenographer 

Denelda J. Dugan--_.- Clerk 

Grace M, Cronin : | Secretary (stenographer) 

Louise F. Abrams. | do 

Marie 8. Evans ; | Clerk-stenographer 

Genevieve Tupper... _. | do 

Frances Weinstein | Docket clerk - 

Amelia L. Sivley | Assistant supervisor, Claims Service 
Virginia K. Mitche i. Secretary (stenographer) - - 

Martha V. Wells. __- Clerk-stenographer 

Betty H. McKinney ‘ l. do 

Charlotte M. Durocher- -. |. do 

Lois A. Maher em | Secretary (typing) 

Florence 8. Selig .-| Secretary (stenographer) 

Joanne H. Schlosberg Clerk-typist 

Milton Jacobson-- state 

Lelia Herrick ‘ ‘ do. 

Ines B. O’Quinn._-_.. ae do 

Ellen C, Cittadino Shi do 

Ethel B. Krawitz do-.. 

Margaret T. Cochrane ‘ its 

Lois E. Trepte . do 

Anna M. Scanlon do 

Jean 8S. Gordon. ‘ — = 

Isabelle B. Knowles. - do 030 
Florence M. Sutton do . 350 
Marie S. Perry..-- Docket clerk iS- 3, 190 
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? Terminated, effective close of business Mar. 14, 1953. 
Transferred to L itigation Branch effective M« ir. 15, 1953. 


Senator Dirksen. I don’t know whether you took judicial notice of 
the discussions we had with Mr. Myron, the Deputy Director, with 
respect to funds that had been paid into the War Claims Fund. 

Mr. Cretcnton. Yes, sir. 

Senator Dirksen. We were very much intrigued about the authority 
under which that was done, the method by which it was done, whether 
by letter, whether by directive, whether by order from some competent 
authority, and I think Mr. Schlezinger was in attendance while we 
were pursuing that line of testimony. 

Mr. Scutezincer. Yes, sir. 

Senator Dirxsen. I thought we left it at the point where the in- 
formation was to be submitted and copies of the letters or the directives 
were to be furnished. 

Mr. Scuiezincer. We are photostating material. 

Senator Dirksen. Oh, you are getting that ready. 

Mr. Scuezincer. I believe the record shows that each advance that 
was made, the voucher was personally approved by the Attorney Gen- 
eral in office then, that each check that was drawn was personally 
signed by the Attorney General, and not by any lesser disbursing 
officer. 

Senator Dirksen. Then, of course, you will cover this question of 
authority for so doing. 
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Mr. Scutezincer. Yes, senator, I did not get a chance the other day. 
We will photostat the relevant memoranda. The first advance was 
made only after serious consideration of the legal issues. It was made 
after the then Director of the Office, Judge Bazelon, concluded that 
under section 5 (b) of the statute there was authority to advance the 
money for that purpose. He sent his opinion over to the then As- 
sistant Solicitor General in charge of the Executive Adjudications 
Division, who, as you know, is officially responsible for the opinions 
of the Attorney General, and who is now Judge Washington. Judge 
Washington concurred in Judge Bazelon’s opinion and wrote a memo- 
randum to the effect that we had the legal authority to make the ad- 
vances for the purposes specified in section 39, under the general 
authority of section 5 (b) of the Trading With the Enemy Act, which 
authorizes the Custodian or the Attorney General to dispose of vested 
property in the interest of the United States, provided that the Office 
believed that it would ultimately have sufficient proceeds available to 
meet the advances, so that no burden would eventually fall on the tax- 
payer. And we believe on the basis of the estimates we have in our 
office, and we can photostat the material, and the reserves we have set 
up for claims and litigation, that the amount of vested property that 
will ultimately be av: ailable for the War Claims Commission is ver y 
ample to meet the advances that have been made. It is more than 
sufficient, and, as a matter of fact, you know, Senator, on the basis of 
the various estimates the Congress at the very last session authorized 
new awards of close to $100 million by the War Claims Commission. 

Senator Dirksen. That is right. 

Mr. Scuezincer. So we certainly think we will have ample money 
to meet those original $150 million advances 

Senator Dirksen. But the other item you are referring to is the 
extra $1.50 a day to those in the 

Mr. Scuuezincer. The extra $1.50 a day to each prisoner of war 
plus certain awards to religious organizations which suffered property 
losses in the Philippine Islands. 

Senator Dirksen. One other question, Mr. Creighton: How many 
of the people who are in the branch office are under the jurisdiction 
of the Claims Division ? 

Mr. CreiIaHTron. None, sir. 

Senator Dirksen. None whatsoever. What I was thinking particu- 
larly of was the thirty -odd people who are now in the Munich office. 
Don’t you have some jurisdiction or supervision over them ¢ 

Mr. Creicuton. I have no jurisdiction except that I submit memo- 

randa to the head of the mission requesting certain investigations, 
and I outline the type of investigations that I desire to be made. 
But I have no control or right to give any orders to him at all. It 
is just requests for investigations, and he makes the investigation 
and sends it back to us. 

Senator Dirksen. Well, then, in the administrative setup, all per- 
sonnel in the field offices is under the jurisdiction of the Director of 
the Office? 

Mr. CreiauTon. I would say that is true. 

Senator Dirksen. The Director of the Washington office. 

Mr. Creicuton. Yes. Except there is one person in the Manila 
office who is under my jurisdiction, and that is the man who is known 
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as the Chief of the Claims Branch or Section in the Philippine office. 
This is because we coordinate that work. I am responsible for the 
claims that are processed out there. 

Senator Dirksen. You have only one in the Manila branch ¢ 

Mr. CreigutTon. That is right. 

Senator Dirksen. And two in San Francisco; is that correct? 

Mr. Creiguton. We only have one person in Manila, if I am correct, 
who is on our payroll. However, we get reimbursement for his salary 
from the property we will ultimately pay over to the Philippine 
Government. 

Senator Dirksen. And in the Tokyo office ? 

Mr. CretaHton. We have 3 people in the Tokyo office, I believe, 
2menand1 girl. They are chiefly concerned with getting informa- 
tion for claims and for matters in the Litigation Branch, but they 
are not under my direct supervision. 

Senator Dirksen. Mr. Schlezinger, were you going to say some- 
thing ? 

Mr. Scuiezincer. No, Senator. I was not going to say anything, 
but I do have information here on the personnel in various offices. I 
happen to have it in my briefcase, if it is of interest to you. 

Senator Dirksen. That is ready for submission for the record? 

Mr. Scuiezrncer. No; that was gotten up for a different purpose. 
We were before the House Appropriations Committee this morning 
before I came over here, but we are collecting the information that you 
requested of Mr. Myron. 

Senator Dirksen. Mr. Creighton, we thank you and your associates 
for coming here. You have been very patient with us, and I think a 
very revealing witness, and you have enlightened us a good deal on 
this operation. 

Mr. Creicuton. I thank you for the privilege of appearing before 
the committee and for the courtesies extended to me. 

Senator Dirksen. Thank you, sir. 

Now, tomorrow we will have Mr. 

Mr. Narrn. Mr. Lewis Rubin. 

Senator Dirksen. Has he been notified ? 

Mr. Naren. He has. 

Senator Dirksen. So we will start in at 10 o’clock tomorrow in this 
room. Then we will conclude the hearing momentarily at least on the 
Claims Section, and I trust we will not have to disturb your routine 
any more than is absolutely necessary. 

(Whereupon, at 3:05 p. m., the subcommittee was recessed, to be 
reconvened at 10 a. m., Friday, February 27, 1953.) 
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FRIDAY, FEBRUARY 27, 1953 


Unirep States SENATE, 
SUBCOMMITTER ON THE TRADING WirH THE Enemy Act, 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10:30 a. m., pursuant to recess, in room 
424 of the Senate Office Building, Senator Everett M. Dirksen (chair- 
man of the subcommittee) presiding. 

Present: Senators Langer (chairman of the committee), Dirksen 
(chairman of the subcommittee), Hendrickson, and Butler of Mary- 
jand. 

Also present: John W. Nairn, counsel to the subcommittee, and 
William A. Kolar and Robert H. Hagan, investigators. 

Senator DirKsEN. The committee will come to order. 

First, let me swear you. Do you solemnly swear that the testimony 
you are about to give will be the truth, the whole truth and nothing but 
the truth, so help you God? 

Mr. Rosin. I do. 


TESTIMONY OF LEWIS E. RUBIN, CHIEF, MANAGEMENT AND 
LIQUIDATION BRANCH, OFFICE OF ALIEN PROPERTY, DEPART- 
MENT OF JUSTICE, ACCOMPANIED BY JULIUS SCHLEZINGER, 
CHIEF, LEGAL AND LEGISLATIVE SECTION, OFFICE OF THE 
DIRECTOR; PAUL LICHLYTER, CHIEF, PATENT SECTION; AND 
CLARENCE SMITH, CHIEF, REAL AND PERSONAL PROPERTY 
SECTION, OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Senator Dirksen. First, for the record, Mr. Rubin, you might state 
your full name and your address. 

Mr. Rusi. Lewis E. Rubin, 1435 Sheridan Street, NW., Washing- 
ton, D.C. 

Senator Dirksen. Your home is where? 

Mr. Rustin. My legal residence? 

Senator Dirksen. Yes. 

Mr. Rusrn. Massachusetts. 

Senator Dirksen. And you reside here in Washington now ? 

Mr. Rosi. That is right. 

Senator Dmxsen. You did reside in New York at one time? 

Mr. Rusrn. That is right. 

Senator Dirksen. How old are you now? 
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Mr. Rusry. On my last birthday I was 45. 

Senator Dirksen. Would you tell us a little something about your 
background and, particularly, your educational background ? 

Mr. Rustin. I completed 21% years of a 3-year course of accounting 
at Pace Institute. My employment: I have been with the Government 
since 1934 in the same agency. 

Senator Dirksen. Was that your first identity with the Govern- 
ment ¢ 

Mr. Ruprn. Yes, sir. 

Senator Dirksen. In 1934? 

Mr. Ruprn. 1934, on the 1st of November. 

Senator Dirksen. You went with Alien Property at that time? 

Mr. Rusty. Yes. 

Senator Dirksen. And you have been with Alien Property then 
continuously ¢ 

Mr. Rupr. I was with Alien Property while it was in Justice and 
when it was transferred out as an independent agency and returned 
with it when it went back to Justice. 

Senator Dirksen. Now give us a little more of your educational 
background before we get to your Government service. 

Mr. Rusry. I went to high school, and the normal grade school 
requirements, in the city of New York. 

Senator Dixsen. You graduated from high school? 

Mr. Rusti. No, sir. 

Senator Dirksen. Did you go to college? 

Mr. Rusty. The Pace Institute of Accounting. 


Senator Dirksen. That is a — school ? 


Mr. Rus. Well, it is a technical school for accounting. 

Senator Dmxsen. Did you graduate from there? 

Mr. Rustin. I completed 214 years of a 3-year course. 

Senator Dmxsen. Are you a CPA? 

Mr. Rusr. No, sir. 

Senator Dirksen. Now, then, was it as that point that you came 
in the Government ? 

Mr. Rust. No, I had some outside employment for a number of 
years. My attendance at Pace Institute terminated, I believe, some 
time in 1930. 

Senator Dimxsen. 1930? 

Mr. Rost. That is right. 

Senator Dirksen. And then in that interim period you did ac- 
counting work? 

Mr. Rusin. I did some public accounting, more or less bookkeeping, 
for small firms, and I had several other positions. I had at one time 
operated as a propr ietor, a public garage. 

Senator Dirksen. When you came with Alien Property, I presume 
it was in Treasury at that time? 

Mr. Rusty. No, sir. It was in the Department of Justice. It was 
a bureau in the Claims Division. 

Senator Dirksen. That was in nineteen 

Mr. Rupr. 1934, about the first of November. 

Senator Dirksen. 1934. In what capacity did you come in? 

Mr. Rusty. As an accountant. 

Senator Dmxsen. As an accountant ? 

Mr. Rusty. Yes, sir. 
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Senator Dirksen. What was your grade and your salary? 

Mr. Rus. CAF-9, I believe, $3,200. 

Senator Dirxsen. CAF-9, $3,200? 

Mr. Rustin. Yes. 

Senator Dirxsen. Just give us the steps, and your status, from 
then on. 

Mr. Rustin. Well, I think I can go better going backwards. They 
are fresher in my mind. 

Senator DirKsEN. Al] right. 

‘ Mr. Rustin. I am preseiitly a business analyst, chief of the Branch, 

S-15. 

Senator Dirksen. That is your present rating, GS-15 ? 

Mr. Rosin. That is right. Previous to that I was chief of a section 
in the Office of the Director, at GS-14. 

Senator Dirxsen. For how long? 

Mr. Rusrn. I had been a GS-14 since June 16, 1946. 

Senator Dirksen. You have been a GS-15 how long? 

Mr. Rosin. Since approximately July 1, 1951. 

Senator Dirksen. And you were a 14 from 

Mr. Rupr. June 16, 1946, until then. 

Senator Dirksen. Until 1951? 

Mr. Rusrn. That is right. 

Senator Dirksen. And before that ? 

Mr. Rusrn. I was a 13, business analyst, from September 1943 to 
June 16—there is a gap in there, I am sorry, sir. 1 was a 14 from 
approximately—I think I had better amend that by stating that I was 
a 14—no, that is right, I am sorry, I was correct. On June 1 of 1945, 
I was made a GS-13, business analyst. 

Senator Dirksen. In 1945? 

Mr. Rusty. That is right. 

Senator Dirksen. And then prior to your rating asa 13? 

Mr. Rustn. September 1, 1943, GS-12; and June 1942, GS-9. Then 
there was a period when I was classified as a special attorney; from 
January 1936 to July 1, 1939. I started at $3,200 and completed that 
at $3,500. 

Senator Dirksen. Are you an attorney-at-law ? 

Mr. Rosin. No, sir. 

Senator Dirksen. What is that civil service designation, special 
attorney ? 

Mr. Rusrn. All I remember about that is—this happened a long time 
ago—lI received a fanfold from Personnel which told me that my status 
had been changed from accountant to special attorney. I, of course, 
went to Personnel and asked about it. They told me that they were 
putting me on the special attorney’s payroll; that it did not concern 
my job or my salary, just not to concern myself with it. I never 
questioned it. 

Senator Dirksen. So that is an administrative designation that does 
not require being an attorney-at-law ? 

Mr. Rusin. I think at that time it didn’t. I think it has been 
changed now, I am not sure. 

Senator Dirksen. And prior to that designation ? 

Mr. Rusrn. GS-9, accountant. That is the grade I entered in. 

Senator Dirksen. Now, then, your present title is what? 

Mr. Rusty. Chief of the Management and Liquidation Branch. 
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Senator Dirksen. And, generally, you have control, supervision, 
and direction of vested properties, going concerns, real-estate prop- 
erty, personal property, other than cash, patents, copyrights, trade- 
marks, and so forth? 

Mr. Rupr. That is right, sir. 

Senator Dirksen. How much of the administrative personnel in the 
Office of Alien Property is now within your particular division ? 

Mr. Rusty. The Branch has a total of 57 persons, including myself. 

Senator Dirksen. Fifty-seven ? 

Mr. Rusrn. That is right. 

Senator Dirksen. Now, are they all here or are some in New York? 

Mr. Rupnin. No; this includes everybody in Washington. 

Senator Dirksen. In Washington ¢ 

Mr. Rupr. Yes. 

Senator Dirksen. What about the people in New York? 

Mr. Rusin. They are not assigned to this Branch, they are assigned 
to the field offices. 

Senator Dmxksen. Do you have jurisdiction over any of the field 
personnel in the far-flung field offices ? 

Mr. Rupr. Direct jurisdiction, no; I go to them through the mana- 
ger of the field office. 

Senator Dirksen. Now, suppose you start on your statement, Mr. 
Rubin, and from time to time we will probably interrupt and inter- 
polate as we go along. We will use this method for laying a little 
foundation. 

Mr. Rusr. Right. 

Mr. Chairman and Senator Butler, I am here in response to your 
request for testimony concerning the Mani igement and Liquidation 
Branch. At the suggestion of Mr. Nairn of your staff, I have pre- 
pared this “ itement in order to set forth the overall responsibility 
of the Branch and the particular activities which it carries on. 

The Branch is charged with the responsibility of administering 
and liquidating the vested assets reduced to possession, exclusive of 

vested cash. Its activities in this connection fall into 5 main cate- 
gories which are handled by 3 sections within the Branch. 

The Business Enterprise Section has charge of the following three 
activities : 

(1) Supervision and control of going domestic corporate enter- 
prises, all or a substantial portion of whose outstanding capital stock 
has been vested pursuant to the provisions of the Trading With the 
Enemy Act; this section also makes arrangements for the sale of such 
stock pursuant to public offerings by prospectus. 

(2) Liquidation of dormant domestic enterprises including not only 
corporations but partnerships and domestic branches of enterprises 
located abroad. 

(3) a ition of miscellaneous securities through the facilities 
of the Nation’s stock exchanges and the over-the-counter market. 

The Real and Personal Property Section is charged with the fourth 
of the main activities of the Branch, namely, the management and 
sale of real property and tangible personal property, together with 
the administration of eight real-estate holding companies. 

The Patent Section is ‘charged with the fifth main function of the 
branch, namely, the administration of vested patents, coyprights and 
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trade-marks and of vested contract interests relating to patents, copy- 
rights, and trade-marks; this section also administers six poms hold- 
ing companies whose principal business is the licensing of their patents. 
I shall discuss the work of each section separately, beginning with 
the Business Enterprise Section. 


SUPERVISION OF GOING CONCERNS 


All the interests held by the Attorney General in business enter- 
prises, whether such enterprises are presently in operation or are 
dormant, have been acquired by vesting action taken pursuant to the 
provisions of the Trading With the Enemy Act. In each case of an 
enterprise not already in : liquidation at the time of vesting, a choice 
was made between maintaining the enterprise as a going concern and 
liquidating it on a piecemeal basis. The businesses continued in opera- 
tion were for the most part those whose work was beneficial to the 
war effort and those otherwise useful to the Nation’s economy which 
did not interfere with the war effort. Of a total of 469 businesses in 
which substantial interests were vested, 114 were kept in operation 
after vesting. As of the end of 1952, the vested interests in all but 47 
of these had either been sold or had been returned to eligible claim- 
ants; 45 of the 47 are under the jurisdiction of the Management and 
Liquidation Branch; 31 of these companies are being supervised by 
the Business Enterprise Section. The vested interests in 4 of these 31 
are now available for sale and steps are being taken toward that end. 
The vested interests in the remaining 27 companies are not avail- 
able for sale primarily because of pending section 9 (a) suits and title 
claims. 

Office of Alien Property control of corporate enterprises stems from 
the vesting of all or a substantial portion of their outstanding capital 
stock. From the outset, the policy of the Alien Property Custodian, 
and, subsequently, the policy of the Attorney General, has been to 
provide for changeover in ownership in such a way as to minimize 
interference with the normal operations of a company. Where exist- 
ing management was competent, it was retained except in those cases 
where enemy control had penetrated the management of an enter- 
prise or where there was an apparent lack of full cooperation with the 
policies of the Office. In those instances action was taken after vest- 
ing to replace incumbent officers and key personnel and members of 
the board of directors. 

The Office of Alien Property’s control of vested corporations is 
effected in two ways: (1) The voting of the Attorney General's stock 
to elect his representatives to boards of directors and (2) the issuance 
of authorizations to the companies permitting them to engage in the 
normal conduct of their business but requiring them to apply for 
specific authorizations for unusual transactions or transactions which 
could impair the interest of the Attorney General. 

It has been the policy of the Office from its inception to permit the 
companies under its jurisdiction to function as nearly as possible as 
privately owned enterprises. No attempt has been made to direct or 
in any way to interfere with day-to-day operations. The conduct of 
such operations has been left to management, which is held responsible 
to the Office in much the same manner as management is responsible to 
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a principal stockholder in a privately owned corporation. The 
branch, however, reviews the operations of the companies constantly 
in order to keep abreast of their operating results and financial con- 
dition and to insure that their activities remain within the scope of the 
authorizations from this Office. This is accomplished by analyzing 
company reports and independent auditors’ reports and by reviewing 
minutes of board and committee meetings. In this connection, the 
Office has found it beneficial in most instances to elect one or more 
of its employees to a board of directors 

As vested stock interests become available for sale, the branch super- 
vises the preparation of the prospectuses by which public offerings are 
made and, where necessary, assists in the preparation of registration 
statements for filing with the Securities and Exchange Commission. 
I might add that prospectuses which need not be filed with that Com- 
mission are prepared in accordance with its standards and require- 
ments. 

Senator Dirksen. Suppose you pause there for a moment, Mr. 
Rubin. Now, this is the Business Enterprise Section, and this is a part 
of the function of that section ? 

Mr. Rupr. That is right. 

Senator Drrxsen. You have, first of all, supervision of going con- 
cerns, then you have enterprises in liquidation. Those are the 2 main 
functions, and I see you have 1 there on miscellaneous securities. 

Mr. Rusty. Yes. 

Senator Dirksen. In vesting a company I suppose you just vest the 
stock and that gives you control. Is that the method that has been 
used ? 

Mr. Ruprn. No. We have a supplement to that. Of course, there 
haven’t been many vestings, in late years, of business enterprises. The 
supplement is: We take supervision—in the vesting order we have 
what is called a supervisory clause where the Attorney General under- 
takes the direction, management, supervision, and control of the en- 
terprise to the extent deemed necessary. The corporation then—this 
is aside from rights we acquire by the stock—is issued an authorization 
which sets forth the extent to which it shall engage in the normal 
conduct of business, and certain specific actions which require review 
by the Office. 

Senator Dirksen. Let us see this procedure for a moment. First of 
all, the Attorney General, under the law, issues the vesting order. 

Mr. Rustin. That is right. 

Senator Dirksen. And where there is stock that can be vested, the 
stock is vested, and that gives him control, if it is the majority stock 
in the company ? 

Mr. Rusty. That is right. 

Senator Dirksen. You say in addition to that vesting order he also 
isues some kind of order or directive in respect to the supervision and 
the operation of the company if it is a going concern ? 

Mr. Rustin. That is right. 

Senator Dirxsen. And all that, of course, is done by the Attorney 
General; is that correct? 

Mr. Rusty, It is done by the Attorney General through the Director 
of the Office. He has the authority to sign the vesting order. 

Senator Dirksen. Oh, yes. Now, you say “469 businesses in which 
substantial interests were vested.” 
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Just generally, I wish you would give us a brief statement here on 
the nature of those businesses, and where they were located. I know 
that is a big order in brief compass, but at least clarify it for us. 

Mr. Rvusrn. I will not be able to break the statistics down as to how 
many in a particular area, 

Senator Dirksen. That will not be necessary this morning. 

Mr. Rusty. But the enterprises ran the gamut from a dairy farm 
in Honolulu to the General Aniline & Film Corp. They include in- 
dustrial organizations, they include mercantile establishments, im- 
port and e xport firms, selling organizations, branches of German firms, 
and a considerable number of ene my banks. 

Senator Dirksen. Then it includes just about everything, retail, 
wholesale, distributive branches, banks, manufacturing enterprises, 
and just about everything ? 

Mr. Rupry. It would be a cross section. 

Senator Dirksen. What was the smallest business that was vested, 
would you say? This dairy farm in Honolulu? 

Mr. Ruprn. No. Well, we vested a drug store in Honolulu, I recall, 
that was quite small. 

Senator Dirksen. What properties of a local or retail nature in the 
United States were vested ? 

Mr. Rusty. Most of our retail mercantile establishments derived 
from the Japanese communities, either on the west coast of the main 
land or in Honolulu. 

Senator Dirksen. Now, you say “114 were kept in operation after 
vesting.” Standing by itself, that would mean that there were 355 
that were not kept in operation at the time of vesting. 

Mr. Rusry. That would be correct. 

Senator Dirksen. Now, what happened to these 355? How did you 
handle those ? 

Mr. Ruprn. They were liquidated. 

Senator Dirksen. At once? 

Mr. Rusrn. No, piecemeal. 

Senator Dirksen. Just give us some hint of the procedure, or the 
method by which liquidation was determined, ordered and consum- 
mated. We will come to it later, but you can give us a little something 
on that now. 

Mr. Rusty. The vesting of enterprises was accomplished in two 
fashions. Where you had a corporation, we vested the stock, the 
enemy stock interest. Where you had a sole proprietorship or a 
partnership composed entirely of enemy nationals, we vested all the 
assets. Ina great many of these cases 

Senator Dmxsen. Let us take that dairy farm for a moment. 
don’t suppose they had any stock outstanding? 

Mr. Rusty. That was an all-asset vesting, sir. 

Senator Dirksen. Probably 2 or 3 people ran it and maybe 1 
person owned it ? 

Mr. Rusty. Yes. 

Senator Dirksen. What did you do to take over? Did you take a 
man out or send a man out there ¢ 

Mr. Rusrn. There was a man on the premises. We served the vest 
ing order and informed him to continue the normal operations of the 
farm and we would instruct him with respect to its operations from 
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then on. We immediately served the vesting order on the bank in 
which the farm kept its deposits. That was turned over to the Office. 
At the request of the local authorities in Honolulu, because of the 
shortage of dairy products due to war conditions, we were urged to 
continue the operation of the farm, which we did, and I believe it was 
probably sold in 1947 or 1948. 

Senator Dirksen. Now give us a hint about some of these other 355 
that you had. 

Mr. Rusin. A lot of them, which were primarily engaged in the 
import business either with Germany or Japan, were cut off from their 
sources of supply. Their operations were considerably reduced, and 
in some instances, by the time the vesting order was issued, they were 
undergoing some form of liquidation. In those cases there was reall 
no decision to make. The liquidation was continued and accelerated. 

Senator Dirksen. Were there inventories in any of those cases? 

Mr. Rustin. Yes, sir. 

Senator Dirksen. What did you do about the inventories? 

Mr. Rustin. The inventories, in an all-asset vesting case, the inven- 
tories were sold under sealed bids in accordance with our sales 
procedure. 

Senator Dirksen. They were advertised ? 

Mr. Rustin. Advertised. 

Senator Dirksen. So that would take care of 355 where there was no 
intervening legal difficulty of any kind. 

Mr. Rusin. That is right. 

Senator Dirksen. And you could dispose of them very quickly. 

Mr. Rusrn. That is right. 

Senator Dirksen. In the main, how long did it take to get rid of 
those 355? 

Mr. Rusty. Well, we started, say, from about the beginning of 
1942—well, 10 years. 

Senator Dirksen. Ten years. 

Mr. Rusrn. Eleven years, sir. January 1942, approximately when 
the Office started, until December 31, 1952, would be 11 years. We 
still have a number, of course, you understand, Senator. 

Senator Dirksen. That is right. But those are included in the 
residue ? 

Mr. Rust. Yes. 

Senator Dirksen. I am disposing of the 355 first because there were 
only 114 kept in operation after vesting. 

Mr. Rupin. That is right. 

Senator Dirksen. Now, then, tell us about those 114, because they 
had to be operated either by the porns who were there under your 
supervision or control or in some other way. 

Mr. Rus. That is right. A great number of these, of course, 
were the small mercantile establishments in Honolulu and on the 
west coast. They may be 1-, 2-, or 3-man operations. If the person 
who was operating it, usually a man either of Japanese descent or 
Japanese, was considered loyal, he was permitted to continue its oper- 
ation, and then as soon as circumstances permitted, the property was 
offered at public sale. 

Senator Dirksen. You compensated him on a salary basis? 





ADMINISTHATION OF TRADING WITH THE ENEMY ACT 255 


Mr. Rusty. Onasalary basis. He was not a Government employee. 

Senator Dirksen. He was not a Government employee? 

Mr. Rusti. No, sir. 

Senator Dirksen. He had to work for Alien Property if he was 
continued in the business, 

Mr. Rustin. Well, the distinction was made that he was working for 
the enterprise, and not the Government of the United States. 

Senator Dirksen. Well, who paid him? 

Mr. Rustin. He was paid out of the earnings of the enterprise. 

Senator Dirxsen. If there were no earnings he did not get paid? 

Mr. Rustin. Well, we usually closed the enterprise. 

Senator Dirksen. Was he paid out of appropriated funds? 

Mr. Rustin. No, sir. 

Senator Dirxsen. If the business did not develop the earnings, he 
was uncompensated ¢ 

Mr. Rustin. The enterprise was closed. If wages were due him he 
was paid from the vested equity. 

Senator Dirksen. Of the 114 kept in operation, at the end of 1952, 
all but 47 of these had either been sold or returned to eligible claim- 
ants. Now tell us about the eligible claimants. 

Mr. Rusty. I think Mr. Schlezinger is probably better versed in 
eligibility of claims. I don’t think I am qualified to discuss that. 

Senator Dirksen. That is fine. 

Mr. Scuiezincer. Senator, the ones that were returned were pri- 
marily Italian. As you recall, in 1947, section 32 of the Trading With 
the Enemy Act was amended to make Italians eligible for return. 

And then the Italian citizens would file their claims for stock in 
the corporation, and as the claims were processed they were allowed, 
and as the stock was returned, of course, the management returned. 

Senator Dirksen. Were they all Italian-owned or were there others? 

Mr. Rustin. No, sir. There were some which we had vested as 
enemy but in which either a claims proceeding or litigation indicated 
the vesting had been made in error. 

Senator Dirksen. How many were returned? Do you have a 
figure ¢ 

Mr. Rusty. I didn’t break it down that way, Senator, but I could 
furnish that. 

Senator Drrksen. Could you guess at about the number? Maybe 
you can revise it later. 

Mr. Rusty. I would say between 30 or 40. 

Senator Drrxsen. 30 or 40? 

Mr. Rust. Yes. 

bin’) following supplemental information was furnished by Mr. 
Rubin: 


At page 297 of the stenographic transcript of the hearing, the committee asked 
the number of vested cases which had been returned. The correct answer to 
that inquiry is that a total of 12 cases have been returned. 

Senator Drrxsen. So that takes care of that many of the 114, so 
we get down to this residual figure of 47. Now, you say 45 of the 47 
are under the jurisdiction of the Management and Liquidation Branch. 
Is that a correct figure as of now ¢ 

Mr. Rusty. Yes, sir; as of December 31, 1952. 

Senator Drrxsen. So that was at the beginning of the year. 
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Mr. Rusty. Yes, since the beginning of the year. 

Senator Dirksen. Now, you say 31 of these companies are being 
supervised by the Business Enterprise Section. What happened to 
the other two? 

Mr. Rustin. The other two are administered by the Inter-Custodial 
and Property Branch. They represent the Stinnes Corp. and an 
affiliate. Most of the assets of those companies are in Europe, and 
the Inter-Custodial and Property Branch handles our relations with 
foreign governments respecting property. 

Senator Dirksen. This is a branch in your division? 

Mr. Rusty. No, it is a branch in the agency. 

Senator Dirksen. So it is off by itself ? 

Mr. Rue. That is right. 

Senator Dirksen. You call that the Inter-Custodial Branch? 

Mr. Rusrn. And Property Branch. 

Senator Dirksen. So, No. 1, that branch has jurisdiction and super- 
vision and control of 

Mr. Rusty. Two cases. 

Senator Dirksen. Of the so-called Stinnes properties. Those are 
in the Ruhr in German Germany? 

Mr. Rustin. They are in the Ruhr. They are in the Eastern Zone, 
some in the Western Zone, and some in Holland. 

Senator Dirksen. A lot of those were coal and steel, as I recall. 

Mr. Rust. Right. 

Senator Dirksen. Were there any others? 

Mr. Rusty. As I say, it is not my case, but the general information 
I have on it, there was some transport business, some hotels, and I 
believe a few mercantile establishments. 

Senator Dirksen. Who is the head of the Inter-Custodial Branch? 

Mr. Rusry. Henry G. Hilken. 

Senator Dirksen. Henry G. Hilken? 

Mr. Rupr. That is right. 

Senator Dirksen. If we want to know about the Stinnes operation 
we have to find out from him ? 

Mr. Rusty. That is right. 

Senator Dirksen. What was the other property? 

Mr. Rusryn. We had 31. 

Senator Dirksen. No; I am speaking of the other 2. You say 
45 of the 47 are under your division. 

Mr. Rupryn. You mean the one besides the Stinnes? The other is 
Atlantic Assets Corp., another holding company affiliated with the 
Stinnes companies. 

Senator Dirksen. That is just one package that is being admin- 
istered, by that branch? 

Mr. Rusr. That is right. 

Senator Dirksen. So that gets us down to 45 properties. Now, you 
say 31 of these companies are being supervised by the Business Enter- 
prise Section, so there must be 14 that are not being supervised. 

Mr. Rusty. That is right. 

Senator Dirksen. Who has those? 

Mr. Rusty. The Real Estate Section has 8, and the Patent Section 
has 6. 

Senator Dirksen. Are they not in your division? 
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Mr. Rusw. That is right, but because of the nature of the problems 
jn administering those companies they are assigned to the sections 
best equipped to deal with their problems. 

Senator Dirksen. So as of this moment you have a residue of 31 
companies that are being supervised by the Business Enterprise 
Section ¢ 

Mr. Rupr. That is right. 

Senator Dmxksen. Now, I think you might just as well recite for 
the record, if you have it there, what these 31 are, and I presume you 
will start with the top dog, which is the General Aniline & Film Corp. 

Mr. Rupr. I think I have them alphabetical, sir. 

Senator Dirxsen. All right, alphabetical. 

Mr. Rustin. The first one is American Felsol Co. 

Senator Dirksen. How do you spell that? 

Mr. Rosin. F-e-]-s-o-l. 

Senator Dirksen. That is what? 

Mr. Rusrn. That makes a proprietary medicine for hay fever and 
asthma. 

Senator Dirksen. Is it a big company or a little company ? 

Mr. Rustin. It is a small company, but it is a good earner. 

Senator Dirksen. Who owned it? 

Mr. Rusin. Germans. We have a 49 percent interest. 

Senator Dirxsen. Is it doing business at the present time? 

Mr. Rosin. That is right. 

Senator Dirksen. Is it making money? 

Mr. Rupr. Yes, sir. 

Senator Dirxsen. All right. 

Mr. Naren. Is that a controlling interest, that 49 percent. 

Mr. Rustin. No, it is a substantial interest, and they have a board of 
3, and by mutual consent they permit us 1 member. We also have 
supervision over it. 

Senator Dirksen. You say they have a board of directors of three 
members ? 

Mr. Rosi. That is right. 

Senator Dirksen. And you have one on the board? 

Mr. Rusty. One on the board. 

Senator Dirksen. The other two are probably original holdovers? 

Mr. Rusrn. They represent the majority, yes. 

Senator Dirksen. Who operate the business? What is the gross 
business in the course of a year? 

Mr. Rupr. I am not prepared to give you that. 

Senator Dirksen. Have you any notion? There are a lot of hay 
fever sufferers. I would think it would be a good business. 

Mr. Rosin. I have that, sir. As of June 30, 1952 it had assets in 
excess of $265,000 and a net worth of approximately $250,000. 

Senator Dirksen. Who is your man on the board? 

Mr. Rusry. An employee in the Business Enterprise Section, an 
analyst. 

Senator Dirksen. He is one of your employees? 

Mr. Rusty. That is right. 

Senator Dirksen. Who put him on there? 

Mr. Rusty. The office did. 

Senator Dirksen. You put him on? 
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Mr. Rusty. I recommended his appointment to the Director. 

Senator Dirksen. When you say the office that means you? . 

Mr. Rusrn. Yes. With respect to office personnel, I make thos 
recommendations. 

Senator Dirksen. Give us at this point, the procedure. You make 
the recommendation for anybody who goes on one of these boards? 

Mr. Ruin. No, sir. Only for office employees. 

Senator Dirxsen. Office employees ? 

Mr. Rusin. That is right, and employees of the staff. 

Senator Dirxsen. I thought you said you had a man on the board 
of directors. 

Mr. Rus. That is right. 

Senator Dirksen. Well, is he on the office staff ? 

Mr. Rusin. That is right. He is a member of the staff of the Office 
of Alien Property. 

Senator Dirksen. But he is a member of you staff ? 

Mr. Rusrn. That is right. 

Senator Drrxsen. But a member of the board of directors of Amer- 
ican Felsol ? 

Mr. Rus. That is right. 

Senator Dirksen. And you designated him to the board ? 

Mr. Rupr. I recommended to the Director that he be elected. I 
might point out at this point—we will get into some more of this— 
that he draws no compensation from the company for this service. 

Senator Dirksen. You recommend him to the Director and the 
Director appoints him. Does the Attorney General have to confirm 
him ? 

Mr. Rusrn. I believe on that type of appointment it is not referred 
to the Attorney General. 

Senator Dirksen. Where is the dividing line of those that go to 
the Attorney General and those that do not ? 

Mr. Rusty. I believe all those that come from outside the office, 
and in some instances in the more important corporations where we 
do put an office employee on, it is referred to the Attorney General. 

Senator Dirksen. Who is your man on this particular board ? 

Mr. Rusry. John Moran. 

Senator Dmxsen. John Moran. Now, No. 2. 

Mr. Narn. May I ask a question, Senator? 

Senator Dmxsen. Yes. 

Mr. Narrn. How do you distinguish between the necessity of putting 
an office employee on the board as distinguished from an outside indi- 
vidual ? 

Mr. Rusty. We try to put one office employee on each corporation 
where we can. 

Senator Drrxsen. How long did you contemplate running this hay 
fever business? 

Mr. Rvusrn. We initially offered these shares at public sale. We 
received only one bid and it was rejected. 

Senator Dmexsen. They have been offered at public sale? 

Mr. Rusrn. It has been offered at public sale. 

Senator Drrxsen. Your office prepares the prospectus? 

Mr. Rus. That is right. 

Senator Dirksen. How widely is it published ? 
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Mr. Rupr. It is published in the community in which the business 
is located, and also usually in one of the financial papers in New York. 
The advertising coverage, of course, depends a lot on the size of the 
enterprise and our anticipation of the public interest in it. 

Senator Dirksen. Do you have a mailing list to which the pros- 
pectus goes? 

Mr. Rusin. Yes. 

Senator Dirxsen. In a case of this kind, how many people would 
that prospectus go to? 

Mr. Rusin. We first have a preliminary flyer that goes out that 
advises everybody on our mailing list whether they have evidenced 
interest in this particular property or any property, that this property 
is for sale, and if they are interested they merely fill out a post card 
which is furnished them and return it, and they receive a prospectus 
and bidding papers. 

Senator Dirksen. One would normally assume that since they 
manufacture a proprietary drug, some drug people would be interested 
in this kind of business. So, do you notify Squibb, Parke-Davis, and 
drug manufacturing concerns? 

Mr. Rusty. If they are on our mailing list. 

Senator Dirksen. Well, suppose they are not on your mailing list? 

Mr. Rusrn. In a corporation of this size, with a minority interest, 
I don’t know that we would. But I think, as a practical matter, most 
of these companies are on our mailing list. 

Senator Dirksen. Well, it would be good business to notify them, 
don’t you think? 

Mr. Rosin. I agree, sir. 

Senator Drrxsen. This company has been advertised for sale, so 
to speak ? 

Mr. Rusty. Yes. 

Senator Dirksen. You say you have gotten only one bid? 

Mr. Rusty. That is right. 

Senator Dirksen. What did you do about that? 

Mr. Reet. It was rejected. The one bid was the majority stock- 
holder. We are trying to negotiate a higher bid from him to see 
whether we can make a sale to him. 

One of the things that may have discouraged this was the fact 
that we had a minority interest with the majority interest being held 
by one person. 

Mr. Natrn. How do you account for the fact that this stock was 
vested between July 1942 and December 1945—I assume that was 
vested in partial vestings—and that no attempt was made to offer it 
for sale until 1950, 5 years after you acquired the minority stock in- 
terest, and that bid of $21,000 was turned down—— 

Mr. Rust. Forty-one. 

Mr. Natrn. In 1950, and it is now 1953 and you have not disposed 
of this interest yet? 

Mr. Rusty. We have—I would like to use the term—tried to peddle 
this. People have come in and discussed businesses that we have for 
sale. This is one of the standards we bring out and show them. We 
have not been able to arouse any interest. We thought that possibly 
we might reoffer it again at public sale. In the meantime, the origi- 
nal bidder has indicated he might be prepared to submit a higher 
bid. 
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Senator Dirksen. Suppose you do not get more than one bid. The 
company is making money now. Suppose you only get one bid and 
you don’t arouse any further interest? What w ill you do then? 
Will you sell it ? 

Mr. Rusry. If the one bid is commensurate with the value of the 
interest, we will sell it even if we have one bid, if we have had a public 
offering. 

Senator Dirksen. Who determines finally whether it is to be sold 
or whether the bid is to be rejected ? 

Mr. Rupr. The Director, on the basis of information we furnish 
him as to the company’s value, earning capacity, and background. 

Senator Dirksen. That is the Director of the Office of Alien Prop- 
erty ? 

Mr. Rusty. The Office of Alien Property. 

Senator Buriter. How do you arrive at the fair value of this 
property ¢ 

Mr. Rusry. Well, with property like this, we would conduct an 
analysis of its past earnings—it is a small enterprise—figure out what 
a man might receive as a return based on its consistent dividend record, 
and we would then probably have to make some discount for the fact 
that in this case we only have 49 percent interest with one dominant 
stockholder, and we arrive at what we think is a fair figure, and we 
advise the director of what that figure is, and our basis for that 
determination. 

Senator Burier. The net worth of the shares you figure to be about 
$250,000 ? 

Mr. Rupr. Of the entire thing. 

Senator Butter. The whole thing, not your 49 percent ? 

Mr. Rusry. That is right. 

Senator Burier. I was under the impression that the 49 percent 
was $250,000. 

Senator Dirksen. What was the amount of the bid, by the way ? 

Mr. Rusrn. $41,000. 

Senator Dirgsen. So, whoever this gentleman is, he wanted to buy 
$?250.000—-— 

Mr. Rusry. 49 percent of $250,000. 

Senator Dirksen. That is right, your interest. Well, that would 
be roughly about $125,000. 

Mr. Rusty. Yes, except, as I say, I would have to discount that 
$125,000 because, while we have a share in the board, I doubt whether 
he might give it to anybody else with its 51 percent, it does not have 
cumulative voting. 

Senator Dirksen. Tell us about No. 2. 

Mr. Rupr. All right, sir. Amerlagene, Inc. 

Senator Dirksen. Amerlagene? 

Mr. Rusty. That is right. That is transferred to the Real Estate 
Section. I can take it up now or pick it up then. 

Senator Dmrxsen. If it is not too involved we will take it up now. 

Mr. Rusty. It isn’t. That is a case involved in a section 9 suit. 

Senator Dirksen. That is 1 of the 31. What do they make? 

Mr. Rusrn. Amerlagene holds oil and gas leases, primarily in 
Louisiana. 

Senator Drrxsen. Is it a big or little company ? 

Mr. Rustin. I will see if I can give some figures on it. 
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Senator Dirksen. We won’t be too involved in this. You have this 
all set down? 

Mr. Rusrn. Yes. 

Senator Dirksen. You can supplement your testimony and put it in 
the record as we go, because we can at best only highpoint some of 
these cases. 

Now, what is No. 3 there? 

Mr. Rupry. Arabol Manufacturing Co. 

Senator Dirksen. Arabol ? 

Mr. Rusry. Arabol. 

Senator Dirksen. What do they make ? 

Mr. Rusry. They make adhesives and sizings. 

Senator Dirksen. Is it a big company ? 

Mr. Rusrn. It has assets in excess of $2 million and a net worth of 
one million five. 

Senator Dirksen. How much of the stock was vested # 

Mr. Rusty. We have 41 percent of the common and 2314 percent 
of the preferred. 

Senator Dirksen. Do you have a man on the board? 

Mr. Rusry. Yes, sir. 

Senator Dirksen. Is he one of your staff ? 

Mr. Rustin. No, sit 

Senator Dirksen. He is on the outside ? 

Mr. Rusin. That is right. 

Senator Dirksen. Who appointed him? 

Mr. Rusty. He was initially appointed, I believe, by either Mr. 
Markham or Mr. Crowley, and he has been retained. 

Senator Dirksen. Was he ever identified with APC? 

Mr. Rustin. Not to my knowledge, sir. 

Senator Dirksen. The next one? 

Mr. Rusty. Herman Basch & Co., Inc. By the way, Arabol is also 
tied up in section 9 suit. 

Senator Drrxsen. I see. 

Mr. Rusty. Herman Basch, B-a-s-c-h. 

Senator Dirksen. Is that a manufacturing concern, or what? 

Mr. Rupin. They process and dye Persian lambskins. 

Senator Dirksen. Is it a big company ? 

Mr. Rusty. In its field, yes. 

Senator Dirksen. What is involved? What interest does your 
office have. 

Mr. Rupry. We have slightly over 70 percent. It is involved in a 
section 9 suit. 

Senator Dirksen. What is the gross business per year? 

Mr. Rurin. The figures I have here are assets and net worth. We 
did not submit sales information. 

Senator Dirksen. What are the assets involved ? 

Mr. Rust. It has $2,280,000 in assets and in excess of $2 million in 
net worth. 

Senator Dirksen. Is it making money? 

Mr. Rusrin. Yes, sir. 

Senator Dirksen. Do you have a man on the board? 

Mr. Rusty. Several. 

Senator Dirksen. Several men on the board ? 

Mr. Rusrin. That is right. 
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Senator Dirksen. Appointed by your office ? 

Mr. Rustn. That is right. 

Senator Dirksen. Were any of them identified with your office 
before or not? 

Mr. Rustin. No, sir. Oh, yes, sir—one. I am sorry. Mr. James 
E. Markham, former Alien Property Custodian. 

Senator Dirksen. Is he on the board? 

Mr. Rusty. On the board of this company ? 

Senator Dirksen. On the board of directors. 

Mr. Rusty. Yes, sir. 

Senator DirKsEN. Does he have any other identity with the com- 
pany 

Mr. Rvusrn. No, sir. 

Senator Dirksen. He is paid only director’s fees, I assume. 

Mr. Rustin. That is right. 

Senator Dirksen. And your office appointed Mr. Markham ? 

Mr. _ BIN. That is right. 

Mr. Natrn. Mr. Rubin, is there a David N. Edelstein also on that 
board? 

Mr. Rustin. No, sir. 

Mr. Naren. Was he ever on the board? 

Mr. Rusty. Yes, sir. 

Mr. Natrn. When did he resign? 

Mr. Rusty. I think shortly before he assumed the bench. 

Mr. Narrn. But that was after he left the Department of Justice? 

Mr. Rupry. No: I think for a period he was in the Department of 
Justice and served on this Board. He was not in the Office of Alien 
Property. 

Mr. Natrn. Did he draw any fees at the time he was employed in 
the Department of Justice and sat on this board ? 

Mr. Rusrn. Yes, sir. 

Mr. Natrn. Did he draw director’s fees? 

Mr. Rupr. Yes, sir. 

Senator Dirksen. Did he draw any legal fees ? 

Mr. - BIN. No, sir. 

Mr. Natrn. Do you think that it is out of the ordinary for an official 
of the Government who was serving on the board of a vested enter- 
prise to draw director’s fees ? 

Mr. - BIN. Do you want my opinion? 

Mr. Naren. Is that usual ? 

Mr. Runt. No—well, it is not usual for the Office of Alien Property 
Custodian, but I believe there have been cases where other Govern- 
ment employees have drawn fees, not affiliated with the office. 

Mr. Nartrn. Did Mr. Edelstein serve on other boards of directors? 

Mr. Rus. I do not recall any. 

Senator Dirxsen. Is this one of the properties that is now available 
for sale? You said there were 4 of the 31 available for sale. 

Mr. Ruerin. No; this is not. I will call them out as I come to them. 

Senator Dirksen. Very well. Then, let us go on to the next property. 

Mr. Scuurzincer. In the last case, the vested interests that are 
involved are in some of our most complicated litigation. 

Senator Dirxsen. Yes. 

Mr. Rus. Fuji Trading Co., Inc. 
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Senator Dirksen. Fuji? 

Mr. Rosin. F-u-j-i. 

Senator Dirksen. Located where? 

Mr. Rustin. In Chicago. 

Senator Dmxsen. How large is it? 

Mr. Rusty. Assets of approximately 170; net worth, 160. 

Senator Dirksen. What is its persent status? 

Mr. Rusty. Section 9. 

Senator Dirksen. It is a litigation case? 

Mr. Rusin. That is right. 

Senator Dirxsen. All right. 

Mr. Rusrn. The next one is Fujii Nursery Co. 

Senator Dirksen. Located where? 

Mr. Rusty. In Richmond, Calif. It is a nursery business. 

Senator Diesen. It sells seeds, plants, and shrubs? 

Mr. Rustin. Yes; it grows plants and vegetables. 

Senator Dirksen. How large is that? 

Mr. Ruprn. It has $57,000 in assets and its liabilities exceed its 
assets. It is a recent vesting, and we are presently conducting an 
investigation to determine what we have there and what disposition 
should be made of it. Our vested interest is only approximately 
30 percent. 

Senator Dirxsen. Is it involved in litigation ? 

Mr. Rusrin. No, sir. 

Senator Dmxsen. There should be no difficulty in disposing of a 
property like that. 

Mr. Rusrn. Except that we are not ready with this. We do not 
have sufficient information, Senator. It is a comparatively recent 
vesting, and our San Francisco office is compiling financial and oper- 
ating information for us in order for us to make a determination. 

Senator Dirxsen. All right. 

Mr. Rusty. Fujimoto Trading Co., Honolulu, wholesale and retail 
grocery and liquor store. 

Senator Dirksen. Wholesale and retail? 

Mr. Rusrn. Wholesale and retail grocery and liquor store. We 
have a 50-percent interest. It has total assets of $86,000 and a net 
worth of about $72,000. It was offered at public sale. Bids were 
rejected as inadequate. We are presently negotiating with the 
bidders. 

Senator Dirksen. All right. 

Mr. Rusrn. Alphabetically, the next one is General Aniline & Film 
Corp. 

Senator Dmxsen. You can save General Aniline & Film Corp. be- 
cause we will have some questions to ask about that. 

Mr. Rusty. And General Dyestuff Corp. 

Senator Dirksen. That is a subsidiary sales organization of Gen- 
eral Aniline & Film Corp. 

Mr. Rusty. The next one is the Gingoog Logging Co. in the Philip- 
pines. 

; Senator Dirksen. Gingoog Logging Co.? 

Mr. Rustin. In the Philippines. It is in the lumber business. This 
company is now being prepared, the stock in this company is now being 
prepared for transfer to the Philippine Government. We will be 
out of this case shortly. 
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Senator Dirksen. You will be out of that one shortly ? 

Mr. Rusrin. That is right. 

Senator Dirksen. That is 1 of the 4? 

Mr. Rupry. No; that is not available for sale. 

Mr. Scuiezincer. I assume the record has been clear by this time 
during the hearings that the eventual beneficiary of all property in 
the Philippines is the Philippine Government and not the war claims 
fund. 

Senator Dirksen. That is right. 

Mr. Scutrzincer. And all expenses of operations in the Philippines 
come out of the Philippine assets rather than American assets. 

Senator Dirksen. That is right. 

Mr. Runny. The next one is the Harvard Brewing Co. 

Senator Dirksen. Harvard Brewing Co. Where is it located % 

Mr. Ruin. Lowell, Mass. That is in a section 9 suit. 

Senator Drrxsen. A section 9 suit. This is a pretty substantial 
property, is it not? 

Mr. Rusry. Yes, sir; assets of $3 million and a net worth in excess 
of $2 million. 

Senator Dirxsen. Is it presently operating? 

Mr. Ruprn. Presently operating. 

Senator Dmxsen. Engaged only, I suppose, in the manufacture 
and sale of beer and ale? 

Mr. Rupin. Beer and ale. 

Senator Dirksen. Malt products and that sort of thing? 

Mr. Rosin. Malt products. 

Senator Dirxsen. Tell us a little more about it. I understand this 
is a section 9 case. When was the brewing company vested ? 

Mr. Rusin. In 1942. It is one of the properties involved in the 
Uebersee case, that is, the von Opel properties. 

Senator Dirxsen. So you have had it now for approximately 11 
years ¢ 

Mr. Rosin. That is right, sir. 

Senator Dirksen. How is it operated ? 

Mr. Rusrn. By a management and board of directors. 

Senator Dirksen. Is that the old board and old management? 

Mr. Rusty. No, sir. 

Senator Dirksen. Entirely new? 

Mr. Rupry. Partially. In some minor positions there is some old 
management. 

Senator Dirksen. How many people did your office put on the 
board ¢ 

Mr. Rusin. The present complement is of the office’s selection. 

Senator Dirksen. You mean your office selected the president and 
the— 

Mr. Rusin. Well, the office selected them, or the—no, not the presi- 
dent. The president was elected by the board. He was an employee 
in a lesser position who was promoted when the current president 
resigned. 

Senator Dirksen. What is his name? 

Mr. Rusrn. Albert Newick. 

Senator Dirksen. Was he ever identified with the Alien Property 


( )ffice 2 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 265 


Mr. Rusty. No, sir. He has been in the beer business all his life. 
He was the brewmaster. 

Senator Dirksen. In connection with this litigation, give us some 
hint as to the nature of the suit that is pending, what has been done 
about it, whether counsel has been employed, and who employed 
counsel. 

Mr. ScHLezrncer. Senator, may I say 

Senator Dirksen. Yes. 

Mr. Scutezincrer. I think that without any question, with the ex- 
ception of the General Aniline and Film properties the Chemic suit, 
the most involved litigation which this office has been engaged in 
during World War II, is the Uebersee case which affects both the 
Harvard Brewing and Spur Distributing Companies. That case has 
twice been to the Supreme Court of the United States. 

Senator Dirksen. You mean this particular case? 

Mr. Scuiezincer. The case that involves the ownership of vested 
stock in this company has twice been to the Supreme Court of the 
United States and is back on the trial calendar of the District Court 
for the District of Columbia. The suit is by a Swiss holding com- 
pany which was set up by the German von Opel family. And the 
issue that first went to the Supreme Court of wt United States was 
the issue back when the statute was in doubt in 1945 and 1946 of 
whether a foreign national could sue at all under aaetion 9 (a) of the 
act in the light of the amendment of section 5 (b), which was added 
to the act by the War Powers Act of 1941. That issue was decided in 
favor of the plaintiff, that a Swiss national could sue for return of 
the property so long as it was not enemy tainted or controlled. 

It went back on the trial calendar. The District Court for the Dis- 
drict of Columbia found that the company was enemy-controlled 
and, therefore, could not recover. That decision was sustained by 
the Court of Appeals for the District of Columbia and affirmed by 
the Supreme Court. 

So that we won as of that point the Uebersee litigation and pre- 
sumably, would have had clear title to these properties. However, 
subsequent to the Supreme Court’s second decision in the Uebersee 
case it handed down the Kaufman decision affecting General Aniline 
& Film Corp., in which it held that a nonenemy stockholder could 
assert his own interest, a nonenemy stockholder of an enemy corpora- 
tion could assert his own interest in a section 9 (a) suit. So the 
Supreme Court handed down a supplemental order in the Uebersee 
case sending it back to the trial court for a determination of whether 
Fritz von Opel, a son of the older German von Opels, whether Fritz 
von Opel himself is an enemy, and, if not, the extent of Fritz’ interest 
in the property as opposed to that of his German parents and other 
Germans holding stock in the Uebersee Co. 

So it is now awaiting trial in the district court on the question: 
1. Is Fritz von Opel an enemy? 2. If he is not an enemy what is the 
extent of his beneficial interest in the property ? 

Senator Drrxsen. So, until that issue is resolved, you will have to 
continue operating the Harvard Brewing Co. ? 

Mr. Rusrn. Yes, sir. , 

Senator Dirxsen. Is it a paying operation? 

Mr. Rupr. Yes. 
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Senator Dirksen. It is making money? 

Mr. Rusty. It is not making excessive amounts, but with the mor- 
tality rate among small independent breweries, staying in business 
is quite an accomplishment. 

Senator Dirksen. Do you keep a list of the attorneys’ fees involved 
in all this litigation? I suppose the brewing company has to come 
into court as a party defendant, or don’t they / 

Mr. Scutezincer. No, sir. The suit is against the Attorney Gen- 
eral. The defense of the litigation is handled entirely by Department 
of Justice lawyers. 

Senator Dirksen. So there are now legal charges then in respect 
of this immediate litigation against the brewing company as a going 
company ? 

Mr. Scuiezincer. That is correct, sir. 

Senator Dirksen. By the way, in the operation of a company of 
this kind how do you handle the books? How much money do you 
leave in the till? Do you follow orthodox methods of setting up re- 
serves, keeping a depreciation account, and so on? 

Mr. Rusty. Oh, yes. 

Senator Dirksen. Then, if there is a little excess money what hap- 
pens toit? Do you leave it there or pay it over 

Mr. Rupry. You take each case, has its own problems. If it 
is deemed advisable that accumulated reserves should be used for 
expansion programs—I am speaking generally, not about Harvard— 
that may be done. If there is sufficient earnings to pay dividends, 
dividends are paid. I might point out that in Harvard we have a 
substantial group of minority stockholders, and that the shares are 
traded on the American Stock Exchange. 

Senator Dirksen. What is the value of the shares today as com- 
pared with the prevesting period ? 

Mr. Rusry. I don’t know what the prevesting price was, but the 
shares—— 

Senator Dirksen. Are the values firm ? 

Mr. Rusry. No. I think at one time they were higher than they are 
now. Theshares area dollar and three-quarters or a dollar and seven- 
eighths. 

Mr. Narn. What was the net income of this corporation in 1951? 
Do you have those figures? 

Mr. Rusty. I did not bring the figures. 

Mr. Natrn. Do you have any idea? 

Mr. Rusty. I have no recollection. I think it is about $28,000 or 
$30,000 after taxes. 

Mr. Nairn. Is that a substantial reduction over the amount that 
had been earned by the company in 1942, say, up to 1945? 

Mr. Rusry. During the war years when you did not have to sell 
beer, their earnings, of course, were substantially higher, and divi- 
dends were paid. In recent years, independent breweries are having 
a tougher row to hoe each year. As a matter of fact, within the last 
year, 2 of, I believe, the 9 or 10 breweries in the State of Massachusetts 
closed down. 

Senator Dirksen. So, consumer resistance and competition have 
brounght about a shrinkage in the net worth. 

Mr. Rugin. I think it is primarily that we can’t afford the national 
advertising budget the national brewers are prepared to put out. 
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Senator Dirksen. How close a supervision do you maintain of an 
operation like this? 

Mr. Rosin. An employee of the office is on the board. We receive 
weekly reports on this company, on its sales, cash position; we re- 
ceive periodic audit reports, and every effort is made for the office 
employee to attend each and every meeting of the board of directors. 

Senator Dirksen. Do they have a reasonably free hand in making 
advertising contracts and contracting for other services that may be 
necessary 1n its operation ? 

Mr. Rust. Yes, sir. 

Senator Dirksen. That is left to the board of directors? 

Mr. Rupr. To the board of directors. 

Senator DirksEN. Without intervention on the part of your office? 

Mr. Rusrn. That is right. 

Senator Dirksen. Let us take the next case. 

Mr. Rusty. Heine & Co. 

Senator Dirxsen. Is that H-e-i-n? 

Mr. Rusty. H-e-i-n-e & Co., 88 percent; it manufactures essences. 
That was initially a section 9 suit which we were sucessful in defend- 
ing, and subsequently the plaintiff then filed a suit against the corpora- 
tion for several hundred thousand dollars, which, I think, was con- 
cluded either in late November or early in December. We are pres- 
ently going to take out some of the cash in this company in the form 
of dividends and then prepare a prospectus and offer it for sale. 
That is 1 of the 4. 

Senator Dirksen. That cash will be transmitted to the war claims 
funds? 

Mr. Rusty. It will go to the Attorney General. It will be available. 

Senator DmxseEn. I suppose so, in due course, but ultimately it will 
find its way to the war claims fund. 

The next case? 

Mr. Rusin. Kar] Lieberknecht, Inc. 

Senator Dirksen. Kar] Lieberknecht ? 

Mr. Rusin. L-i-e-b-e-r-k-n-e-c-h-t, of Reading, Pa. 

Senator Dirksen. What do they make? 

Mr. Rusrn. Their principal normal business is the manufacture of 
hosiery knitting machines. Presently, they are producing those at a 
reduced rate, but they are engaged in war contracts. They are making 
shells—well, projectiles. 

Senator Dirxsen. What is the net worth of the company ? 

Mr. Rosin. The company has total assets of $714 million, and a net 
worth of approximately five million nine. 

Senator Dirksen. What about its revenues? Do you have any 
notion about that? 

Mr. Rusin. I don’t have the figures here, but this is a very good 
earner. 

Senator Dirxsen. Do you have a man on the board, or do you run 
the board entirely ? 

Mr. Rustin. There we have cumulative voting. We are entitled 
to 4 representatives, and the minority stockholders 3. We have 1 
office employee and 3 businessmen. 

Senator Dirksen. You said it is processing defense contracts. 

Mr. Rupr. That is right. 
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Senator Dirksen. It is a little anomalous, is it not, to take alien 
property and have them turn out things for the defense of our country ? 
But I suppose that is one of those things. Are these companies free 
to bid on any contracts ? 

Mr. Rupr. Yes, sir. 

Senator Dirksen. Of a defense nature? 

Mr. Rus. That is right. 

Senator Dirksen. So long as you have an interest in its supervision 
and control and management ? 

Mr. Rusin. That is right. 

Senator Dirksen. They are free to bid ? 

Mr. Ruern. That is right. They receive no assistance from us, and 
we don’t throw any obstacles in their way. They are on their own 
when they bid. 

Senator Dirksen. How involved is the litigation here ? 

Mr. Rupr. I think it is a fairly simple solution. It just hasn’t 
come to trial. 

Senator Dirksen. So, you can anticipate before too long you will be 
out of the woods as far as this company is concerned ¢ 

Mr. Rosin. I would. Asa matter of fact, I thought I could get out 
of the woods. I spent a couple of days early this year in conferences 
with the plaintiffs’ counsel in an effort to get a stipulation from him 
which would permit the office to sell. We try to do that in every case. 
I gave him considerable information to take back to his principals 
in Switzerland, and he promised he would try to persuade them to 
agree to a stipulated sale. I have heard nothing further from him. 

Mr. Narrn. There was an attempt made to sell this corporation in 
1946. There is some very interesting history, if the committee would 
like to hear it now. I would be glad to develop it, or if you would 
rather wait I will wait. 

Senator Henprickson. I would like to hear it now. 

Mr. Naren. Are you familiar with the fact that the corporation was 
was offered for public sale in 1946? 

Mr. Rustin. I did not participate in that, but I know it was offered. 

Mr. Nairn. Do you know the reason why the sale was not consum- 
mated ? 

Mr. Rusty. It is my recollection that when the war eae 
hosiery knitting machines such as this, which had been out of pro- 
duction all during the war years because they used essential meteiials, 
were suddenly a very scarce commodity. The hosiery knitting industry 
whose machines had run down, needed new machines, in addition 
improvements had been made. This is kind of hazy for me. 

Senator Dmxsen. To the best of your recollection. 

Mr. Rusty. And when the corporation was offered for sale it de- 
veloped that one hosiery manufacturing concern had given an excessive 
preference for knitting machines. 

Mr, Narn. Was not this at a time when your office, or the Office of 
Alien Property—not your particular branch—was supposed to have 
been supervising the operation of this company ? 

Mr. Rusrn. Yes, sir. 

Mr. Naren. How did it occur, then, that one knitting machine com- 
pany had acquired the contracts for a substantial portion of the output 
of this plant? 
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Mr. Rusty. I cannot answer that, sir. 

Mr. Narrn. But that was a fact? 

Mr. Rupr. Yes, sir. 

Senator Drrxsen. Did these machines process or knit synthetic 
fibers, cotton or what ? 

Mr. Rupin. Nylon. They could use silk or nylon. Of course, silk is 
not being used now. They knit a bank of 36 pairs of stockings at one 
time. 

Mr. Nairn. Senator, I might add for the record, and for the benefit 
of the committee, that at the time the knitting machine industry was 
of considerable interest in view of the fact that there was a very high 
markup, and a terrific market for nylon hosiery immediately following 
the war. One of these machines cost in the neighborhood of $30,000 
to $40,000. 

It has been estimated that the return on one of these machines would 
pay off the capital investment within a year. So you can readily see 
that there was considerable interest in acquiring the products of Karl 
Lieberknecht, namely, the knitting machines which they produced. 

They had, prior to the war, been a struggling enterprise. They 
had never made any money and they had very few customers. During 
the war they ceased the production of knitting machines, went into 
war work, and immediately after the war, while there was no 9 (a) 
suit pending, incidentally, which would have prevented the sale of 
this corporation, they went back to the manufacture of knitting ma- 
chines and were swamped with orders. 

There have been allegations from various sources that certain indi- 
viduals acquired, by right of contract, the output of the plant. And 
that question was presented to the Office of Alien Property by certain 
former customers of Karl Lieberknecht who objected to the sale of 
this plant on the ground that the Office of Alien Property had per- 
mitted individuals who were not former customers to contract for the 
output of the plant. 

At that time, Mr. Markham, who was the Custodian, called off the 
sale and attempted to set up a schedule. There were some suits 
instituted by former customers of Karl Lieberknecht who sought to 
get on this preference list. They estimated the output of production 
for Karl Lieberknecht and allocated it in accordance with a priority 
schedule. 

The staff of the subcommittee has never been able to ascertain from 
the Office of Alien Property whether this schedule was adhered to 
subsequent to its preparation. There is considerable doubt in my 
mind as to whether it has been adhered to. The president of the 
corporation had been in the employ of Kar] Lieberknecht, Inc., prior 
to its vesting, and he was elevated to the position of president through 
the Attorney General’s control of the stock. And there is no question 
but that this man entered into the original agreement for the sale of 
the output of the plant which prevented its sale in 1946 by the 
Custodian. 

I think that the interest of the committee in this case should be 
directed to the fact that it would appear that the Office of Alien 
Property, through its failure to exercise proper control over this 
business, permitted the business to get in such a position that the sale 
was actually called off, and today, 7 years later, we still have this 
corporation in the hands of the Attorney General. 
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Senator Dirksen. Do you have any knowledge of that, Mr. Rubin? 

Mr. Rustin. Yes. I did not participate in the administration of 
this case at that time, but from my subsequent affiliation with it I have 
some knowledge—not complete. 

In connection with the allocation of the machines, when the furor 
arose—— 

Senator Dirxsen. Let us get the picture clear now. Were these 
machines under control in the sense that the entire production of the 
company was earmarked to go to certain places? 

Mr. Rusin. Not all of it. One hosiery knitting company got a 
substantial order which aroused the criticism of other members of the 
industry. The sale was called off, and all the members of the industry 
were invited by Mr. Markham to come to Washington and hold a meet- 
ing, and they were asked to set up a production schedule for the indus- 
try, setting dates for delivery. Such a schedule was set up and main- 
tained. It was renewed, I think, 2 or 3 times, and, to my knowledge, 
once the schedule was set up it was not violated. 

Senator Dirksen. Was this the outgrowth, then, of the interdiction 
on the use of critical materials so that they could only manufacture a 
given number of machines? 

Mr. Rusrin. They couldn’t manufacture any during the war, and 
I might make one other point, that prior to the war this company 
acted more or less as a sales and repair agency for its German parent 
in Germany. They developed, doing war contract work, a consider- 
able machine shop, and when the war terminated and the priorities 
taken off the use of steel and such other materials, they went into the 
production of this machinery. They have since then made some very 
fine improvements in the machines. Of course, the market now for 
that type of commodity is not as strong as it was. 

Senator Dirksen. Are they manufacturing any machines at the 
present time? 

Mr. Rusin. Yes. I think they are probably manufacturing at the 
rate of 16 or 18 a month, whereas, during the height of the demand 
they may have gone up to 35. 

Senator Dirksen. Would the existence of a contract for the output 
of the plant be an absolute restriction upon the disposition of the 
property? Because a successor in interest would take, subject to any 
contracts in existence. 

Mr. Rusin. That was not the point. It was the furore raised by the 
rest of the industry who felt this producer of the machines would not 
adequately supply the entire industry. But this contract for a sub- 
stantial portion, they felt, was unfair. 

Senator Dirksen. How many competitors are there in this particu- 
lar market ? 

Mr. Rusty. I know of one principal one. 

Senator Dirksen. It looks like a specialized article. 

Mr. Rupr. I know of one principal one. 

Senator Dirksen. Is the American knitting industry using this 
machine generally ? 

Mr. Rusin. Yes; I think we account for probably 40 percent of the 
machines in use. 

Mr. Naren. That is true since the war. 

Mr. Rusty. Yes. 
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Mr. Narrn. But my information from talking to officials of the com- 
pany was that prior to the war Kar] Lieberknecht was a manufacturer 
of knitting machines but they had never been a successful competitor 
at that time. And I would also like to point out that had this sale of 
the business been concluded in 1946 at a time when the demand for 
knitting machines was at its peak the Office of Alien Property would 
have realized a sum which I believe Mr. Rubin will agree would have 
been substantially greater than that which they could realize today 
in the event this litigation did not preclude the sale of the business. 

Mr. Rusrn. I am sorry, Mr. Nairn, I can’t agree to that because the 
company has improved its financial position considerably due to a 
period of 5 years of 100 percent production and sale of these machines. 

Now, the question respecting the sale that was called off by Mr. 
Markham in order to make an attempt to give equitable treatment to 
all segments of the hosiery industry in the distribution of the 
machines. 

Senator Dirksen. How involved did you say this litigation was? 

Mr. Rusrn. It is not too involved. 

Senator Dirksen. It could be disposed of ¢ 

Mr. Scuuezincer. It is still awaiting trial in trial court. It de- 
pends on what happens after the trial and the decision. In each of 
these cases the Office attempts to work out with the plaintiffs a stipu- 
lation permitting sale and the holding of the proceeds subject to the 
section 9 (a) statutory injunction. So far, they have not been able 
to work it out in this case, but they are still trying. 

Senator Dmxksen. What are the prospects for getting a customer 
for this company at a reasonably good price ? 

Mr. Rusrn. I don’t have any doubt about that, sir. 

Senator Dirksen. You think it can be done? 

Mr. Rusty. Yes, sir. 

Senator Dirxsen. Very well. Proceed. 

Mr. Ruprn. The next one is Melcher’s, Inc. 

Senator Dirksen. Melcher’s, Inc. 

Mr. Rusty. It is a commercial agent, an import firm. We have 
only preferred stock. Until very recently we had vested an obliga- 
tion in excess of several hundred thousand dollars which was finally 
paid off and which gave us the common stock in escrow. We have since 
released it. Our problem here is, this is a very peculiar preferred 
stock. We are not entirely satisfied with all the rights as reported 
therein, and we are reinvestigating the aspects of the issuance of the 
preferred and its rights. 

Senator Dirksen. Is there any litigation involved here? 

Mr. Rustin. No, sir. 

Senator Dirksen. Are they still doing business? 

Mr. Rusrn. Yes, sir. 

Senator Drrxksen. Do they carry any inventory? 

Mr. Rusty. I would imagine they would. I don’t have a break- 
down of the balance sheet. 

Senator Dirksen. There is some indication the net worth is about 
$321,000? 

Mr. Rustin. That is correct, sir. 

Senator Dirksen. Do you pay Federal corporate taxes, just like 
any other private operation ? 

Mr. Rosin. Yes, sir. 
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Senator Dirksen. What is your next one ? 

Mr. Rugin. The Morland Co. 

Senator Dirksen. What is its net worth? 

Mr. Rusty. The net worth of The Morland Co. is $400,000. This 
is a case in which we initially held 100 percent. It is purely an 
investment holding company. It holds primarily a portfolio of big 
board securities. We have returned 20 percent under our claims pro- 
cedure to an eligible claimant. Claims are still pending for the 
balance. However, we are working out an agreement with the 20 
percent stockholder and the claimants to liquidate this company and 
make distribution of the securities in kind. 

Senator Dirksen. Who set this up in the first instance ? 

Mr. Rusin. I think it arose out of an inheritance. 

Senator Dirksen. So it was set up in this country to serve as an 
investment trust and to hold securities ? 

Mr. Rusry. That is right, a security holding company. 

Senator Dirksen. Hold securities in trust for the beneficiaries who 
are the stockholders ? 

Mr. Ruwin. That is right. 

Senator Dirxsen. There should be no difficulty in getting this 
taken care of. 

Mr. Rusry. No; I think when we work this thing out we will go 
into liquidation and distribute the portfolio 80 pereent and 20 per- 
cent, and let the claim lie against the securities we hold. 

Senator Dirksen. Yes. 

Mr. Rusin. Neumann-Endler, Inc., Danbury, Conn. Our interest 
in this company is 23 percent. The company manufactures hat 
bodies. A title claim has been filed for our 23 percent. 

Senator Dirksen. Hat bodies? 

Mr. Ruprn. Yes; ladies’ felt-hat bodies. 

Senator Dirksen. What is the net worth ? 

Mr. Rusrxn. The company has a net worth of approximately 
$475,000. 

Senator Dirxsen. Is it making money now? 

Mr. Rusin. It had a loss in 1951 of $32,000. 

Senator Dirksen. What are the prospects for the year ahead? 

Mr. Rupr. They are not having a good year, but I think that loss 
will be reduced. We have nobody on that board. They won’t give 
us that courtesy. 

Senator Dirksen. Is there any litigation involved? 

Mr. Rupr. There is a title claim filed. 

Senator Dirksen. It would be a good one to get out from under 
before there are more losses. 

Mr. Rupr. Yes, sir. 

Senator Dirksen. What about those losses? Suppose they do have 
a loss? 

Mr. Rupr. As I understand, in this company, the loss was due to 
some unforeseen or unrepeated expenses which occurred as the result 
of some pollution charges made by the local authorities. That thing 
is being cleaned up. 

Senator Dirksen. Very well. 

Mr. Rust. Nichibei Securities Co., Ltd. 

Senator Dirksen. That is a Japanese holding company ? 
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Mr. Rusin. Yes, general securities brokerage. We have a 25 per- 
cent interest. The net worth of the company as a whole is $44,000. 
There is a title claim pending for the return of our interest. Oahu 
Junk Co. 

Senator Dirksen. Oahu Junk Co. 

Mr. Rupr. We have all kinds. That is one of the cases that is be- 
ing prepared for sale. We have also vested real estate which the com- 
pany occupies for its business from the same national, and we will 
probably make a joint offering there. The preliminary papers are 
being prepared in Honolulu at the present time, sir. 

Senator Dirksen. How much money is involved here? 

Mr. Rusry. The net worth is $125,000, 

Mr. Natrn. When wis that corporation vested, Mr. Rubin ? 

Mr. Rusrn. In 1943, but there were title claims in that. 

Mr. Naren. When were they disposed of? 

Mr. Rusty. Several titled claims for vested shares of this company 
were pending at the time. 

Senator Dirxsen. All right. 

Now, which of the remaining of these companies on this list of 31 
are just small companies? That is, not unlike the ones that you have 
given us? 

Mr. Ruptn. Well, what would you set as a fair standard of size? 

Senator Dirksen. A few hundred thousand dollars. 

Mr. Rusty. All right. The next one would be William Prym, Inc. 
We have a 30 percent stock interest, and a large obligation which is in 
dispute as to whether it is payable in marks or in dollars. It will 
make a substantial difference to this Office if either one or the other 
currency is adopted. 

A settlement of the issue has been worked out and a recommendation 
has been made to the Attorney General’s office with respect to this 
settlement. If approved we wash this case out. 

Senator Dirksen. Very well. 

Mr. Rusty. The next one is Regens Lighter Corp. 

Senator Dirksen. Regens what? 

Mr. Rusty. Lighter. They make cigarette lighters. 

Senator Drrxsen. Oh, yes. 

Mr. Rustin. This is also a section 9. We own 100 percent of this 
company. It has a net worth in excess of $400,000. 

Senator Dirksen. All right. 

Mr. Rusty. The next one is Seeck & Kade, Inc. We own 50 percent 
of the common stock and all of the preferred. The company manu- 
factures a well-known proprietary noon as Pertussin. 

Senator Dirksen. Pertussin ? 

Mr. Rusin. Yes, sir. In this case the holder of the balance of tha 
stock asserts a preemptive right to our vested shares. This preemptive 
right, I believe, expires the end of June of this year, at which point, 
unless there are unforeseen contingencies, we will prepart this for 
public offering. 

Senator Dirksen. Very well. 

Mr. Rusty. We have a 30 percent interest in a North Carolina cor- 
poration known as Spray Cotton Mills. 

Senator Dirksen. Spray Cotton Mills? 

Mr. Rustin. That is right, sir. It manufactures cotton yarn. The 
vested shares are involved in title claims. The company has a net 
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worth of approximately $1,800,000. I cannot predict a date for this 
sale. 

Senator Dirksen. Yes. 

Mr. Rupr. The next one is the Spur Distributing Co., which, as 
Mr. Schlezinger informed you, is part of the U ebersee case. That 
operates a chain of approximately 250 retail gasoline service stations, 
primarily through the middle South. The company has a net worth 
of about $414 million. 

Senator Dirksen. Are all the gas stations operating? 

Mr. Rupr. Yes, sir. 

Senator Dirxsen. Is it making money ? 

Mr. Rusty. Yes, sir, it is a good earner. 

Carl Zeiss, Inc., is the next one of a substantial size. They were 
the United States agent of Carl Zeiss of Jena. That company was 
being prepared for sale when a suit was filed against the corporation 
for a possible trade-mark violation, claiming damages in excess of the 
company’s net worth. The company presently has a net worth of 
$500,000. The case has been argued and we expect a decision from 
the court. 

Senator Dmxsen. All right. 

Now, let us take a quick rundown on some of these properties where 
there was no litigation involved, and see what has happened to them. 
Adloff Realty Corp. 

Mr. Rupsrn. That is in the Real Estate Section. That case holds a 
few stock interests in other real-estate corporations. The company 
is presently preparing a prospectus, or will shortly issue a prospectus 
by which these interests will be offered, and then with the consent of 
the majority stockholders, we will probably place the corporation in 
liquidation. 

Senator Dirxsen. What about the Greenpoint coal docks? Is that 
involved in that Stinnes operation or not? 

Mr. Rusty. I think we vested Greenpoint initially as belonging to 
the Stinnes group, or the Stinnes family. 

Senator Dirksen. What is its present status? 

Mr. Rusty. Greenpoint has been sold, sir. 

Senator Drrxsen. It has been sold. What about Cullman Wheel? 

Mr. Rusty. Cullman Wheel is a minority interest, but because of its 
size and value we will have to make what we call a short form of 
public offering. We will issue a prospectus. We are in communica- 
tion with the company and we are waiting for their year-end figures 
in order to supply us the adequate financial information by which we 
can make the offering. 

Senator Dirxsen. So you propose to offer that for sale at an early 
date ? 

Mr. Rus. That is right. 

Senator Henpricxson. Was the sale on Greenpoint profitable? 

Mr. Rusty. No, sir. 

Senator Henprickson. It was not? 

Senator Drrxsen. What about the Elmwood Improvement Co. ? 

Mr. Rusty. That is a real-estate holding company which holds 
some farmland in an area in Pennsylvania which is gradually being 
subdivided. There are title claims for it. We keep receiving divi- 
dends. It is a race as to whether the land will be sold first or the 
claim ruled upon. 
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Senator Dirksen. But you will be out from under that before too 
long ¢ 

Mr. Rusrn. I cannot foresee that, and I cannot make that promise; 
I am not sure. 

Senator Dirksen. What is the prospect? 

Mr. Rusty. It depends on the claim. 

Senator Dirksen. Yes. What about Hammacher, Schlemmer? 

Mr. Rusin. Hammacher, Schlemmer is also a minority interest of 
3 types of securities issued by the 1 corporation. We held a public 
offering of that last year and the bids were rejected as inadequate. 
As soon as we get year-end financial statements, we intend to reoffer 
that at public sale. 

Senator Dirksen. What about New Pacific Holding Co. ? 

Mr. Rupr. I skipped that, I believe, because I thought it was 
one 

Senator Dirxsen. That is right. 

Now tell us about American Bemberg. 

Mr. Rusrn. American Bemberg Corp. was a companion case of the 
North American Rayon Corp. A majority of the voting stock in both 
of those companies was vested, I believe, in 1947. The corporations 
were sold in the fall of 1948. We realized approximately $17 million 
from that sale. Up to the time of the Schering sale that was probably 
the largest single sale. 

Senator Dirksen. What about American Potash & Chemical ? 

Mr. Rustin. That was sold, I believe, in 1944. We still have a sub- 
stantial minority block which was kept out of the sale for reasons 
connected with the legality of the issue of the shares. We are pres- 
ently attempting to resolve that with the corporation, and if we can, 
we will offer it. 

Senator Dirksen. What about Associated Telephone & Telegraph ? 

Mr. Rusty. That was a substantial block which we offered in this 
short-form prospectus. ‘Those shares have been sold. 

Senator Dirksen. Then you have the Boehringer Corp. and Rare 
Chemicals, Inc. 

Mr. Rusty. They were sold, sir. 

Senator Dirksen. And the Ore & Chemical Corp. ? 

Mr. Rustin. That was sold. 

Senator Dirksen. What about Schering? 

Mr. Rusty. That was sold in March of 1952 for a little in excess of 
$29 million. 

Senator Dirksen. Yes. How long did you have Schering? That 
was probably in the earlier vesting; wasn’t it ? 

Mr. Rustn. 1942. It became involved in a section 9 suit. 

Senator Dirksen. What was its operating sheet like during the 
time it was under the management of APC? 

Mr. Rusrn. I believe that at the time we vested the corporation it 
had a net worth of about $1,300,000. A Swiss group claimed an 
option on the shares in an amount of $3 million. When we sold it 
I think its net worth was $11,500,000 and we received in excess of 
$29 million for it. 

Senator Dirksen. Would you say that the sale expense of $145,000 
was rather excessive there or not? 


Mr. Rusti. No. 





276 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


Senator Dirksen. You thought that was quite in line? 

Mr. Rusin. Considering the work that was done. 

Senator Dirksen. Now, then, that takes up all of your properties 
with the exception of one. 

Mr. Rustin. Liquidation and Securities 

Senator Dirksen. No, we were thinking of General Aniline & Film 
Corp. 

Mr. Rosi. I’m sorry. 

Senator Dirksen. But it is noon, and maybe we had better arrange 
to go into the General Aniline & Film Corp. this afternoon. 

Mr. Rustin. As you wish, sir. 

Senator Dirksen. Suppose we resume at 2 o’clock this afternoon, 
if that is agreeable. 

(Whereupon, at 12 o’clock noon, the committee was recessed, to 
be reconvened at 2 p. m., this same date.) 


AFTER RECESS 


Senator Dirksen. Mr. Rubin, I suppose we are about ready to 
resume. 


TESTIMONY OF LOUIS B. RUBIN, CHIEF, MANAGEMENT AND LIQUI- 
DATION BRANCH, OFFICE OF ALIEN PROPERTY, DEPARTMENT 
OF JUSTICE, ACCOMPANIED BY JULIUS SCHLEZINGER, CHIEF, 
LEGAL AND LEGISLATIVE SECTION, OFFICE OF THE DIRECTOR; 
PAUL LUCHLYTER, CHIEF, PATENT SECTION; AND CLARENCE 
SMITH, CHIEF, REAL AND PERSONAL PROPERTY SECTION, OFFICE 
OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Senator Dirrxsen. Mr. Rubin, we went over your list pretty well 
this morning of those companies that have been operated by the 
Business Enterprise Section, and we have saved one company, name- 
ly, General Aniline & Film Corp. I thought, in view of the tremen- 
dous public interest in the matter—and I think I can say now that at 
the appropriate time I expect to have the president and some of the 
officials of General Aniline & Film Corp. here, and others who have 
had something to do with this operation—we ought to lay a pretty 
good foundation. I just assume that you have rather intimate fa- 
miliarity with General Aniline & Film and General Dyestuff Corp. 

Mr. Rusry. To a certain degree. 

Senator Dirksen. Suppose you start in at the beginning on this 
matter and take us through the steps which begin with the vesting of 
the property and tell us what has happened at every stage with respect 
to its management. Then we will fill in as you go along with your 
statement. 

Mr. Rost. All right, sir. 

First I would like to state that I did not become affiliated with the 
functions in the Office pertaining to General Aniline until about 1947, 
but as a result of my familiarity since then I have learned some of the 
background material. 

The ms ijor portion of the vested shares in that company were first 
vested by the Secretary of the Treasury and then a short while there- 
after vested by Leo Crowley, Alien Property Custodian. 
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Senator Dirksen. Just so I get that clear, you say in the first in- 

stance this was vested by the Treasury ¢ 

rties Mr. Rupin. That is right, sir. It is one, and I think the only case 
that I can recall, where the Secretary of the Treasury issued a vesting 
order. 

Tilm Senator Dirksen. If you know, what was the reason for the Treas- 
ury vesting this property ? 

Mr. Rupr. I don’t know, Senator. 

inge Mr. Scuiezincer. Senator, of course, I am not familiar with that— 

that was years ago—)ut, as I understand it, upon the outbreak of war, 

let us say, about “Pearl Harbor, the Treasury immediately sent super- 

visors and investigators and agents into General Aniline & Film which 

was publicly considered to be the great Farben enterprise in this 

country, and immediately began to go y through all of its records, and to 

closely supervise it and to take precautionary steps designed to pre- 

vent the prevesting Farben management from pursuing operations 

which might be detrimental to the American war effort. In that con- 

nection, the Treasury issued a vesting order, before the Alien Prop- 

erty Custodian Office was even set up, so that title could be taken in 

the United States for the benefit of the war effort. Then, after the 

Alien Property Custodian’s office was set up and the vesting authority 

was transferred to Leo Crowley as Custodian, the Custodian revested 

General Aniline & Film and began the vesting of other business 
enterprises. 

Senator Dirksen. Was there emergency, or regular statutory au- 
thority for that action by the Treasury ? 

Mr. Scutezincer. There was statutory authority under section 5 
(b) of the Trading With the Enemy Act. 

Senator Dirksen. That is the old act? 

Mr. Scuirztncer. Well, as amended by the War Powers Act of 
1941. The amendment giving the additional World War II vesting 
authority had already taken plac e and the vesting authority had been 
delegated by Executive order to the Secretary of the Treasury from 
the President, and the Secretary of the Treasury had, as it were, 100 
percent of the pot, all of that authority, until the Alien Property 
Custodian Office was set up in March or April of 1942, at which time 
the various authorities were divided between the two offices. 

Senator Dirksen. Then I think it would be well at this point in the 
record to cite the authority under which this action was taken by the 
Treasury and a copy of the Treasury vesting order. 

I assume that those are available in the files, very likely. 

Mr. Scutezincer. Yes; certainly. 

The CuHatrman. Could we get one other thing? Could we have 
who the officers were at the time it was vested? I want to see what 
came up. 

Senator Dirksen. Yes. 

(The information referred to is as follows :) 


Exursir A 


Vestine OrpER Pursuant To Secrion 5 (8) or THE TRADING WITH THE ENEMY 
AcT, aS AMENDED 


I, Henry Morgenthau, Jr., Secretary of the Treasury, acting under and by 
virtue of the authority vested in me by the President pursuant to section 5 (b) 
of the act of October 6, 1917, as amended by section 301 of the First War Powers 





278 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


Act, 1941, finding after investigation that the following shares of the stock of 
the General Aniline & Film Corp., a corporation organized under the laws of the 
State of Delaware, are the property of nationals of a foreign country designated 
in Executive Order No. 8389, as amended, as defined therein, and that the action 
herein taken is in the public interest, do hereby order and declare that such 
shares including all interest therein are hereby vested in the Secretary of the 
Treasury to be held, used, administered, liquidated, sold or otherwise dealt with 
in the interest of and for the benefit of the United States: 


Number of; Class of | 
shares | shares 


Certificate No. Registered in the name of— 


Geheimrat Professor Dr. Oarl Bosch, Ludwigshafen, Ger- 
many. 
Geheimrat Professor Dr. Carl Bosch, Ludwigshafen, Ger- 
| many. 
| Geheimrat Dr. Hermann Schmitz, Berlin, Germany. 
| Geheimrat Dr. Hermann Schmitz, Berlin, Germany. 


Qsmon Aktiengesellschaft, Schaffhausen, Switzerland, 


, 000 
100 

50 

Ow) 

726 

500 

000 

, 000 

, 000 
000 | 
000 | 
, 000 
5, 000 | 
5, 000 
5, 000 | 
5, 000 | 
5, 000 
, 000 
, 000 | 
, 000 | 
‘eu 350 
BB13 stein. 650, 000 


International Gesellschaft fiir Chemische Unternehmungen 
Aktiengesellschaft, Basel, Switzerland. 


SO PE PE EE EE EE EEE EP KE PE Pr rr Er Pr OP OP 


L. D. Pickering & Co., in custody for N. V. Maatschappij 
voor Industrie en Handelsbelangen, Amsterdam, The 
| Netherlands. 
i scaae ; 100, 000 | 


33 100. 000 ----=--|IN. V. Maatschappij voor Industrie en Handelsbelangen, 
34 ee . 100° 000 — Amsterdam, The Netherlands. 


400,000 | B.......|\Chemo Maatschappij voor Chemische Ondernehmungen, 

200, 000 _...--|f Amsterdam, The Netherlands. 

500, 000 aaa Banque Federale (Eidgenossische Bank, A. G.), Zurich, 
| Switzerland. 


Such property and any proceeds thereof shall be held in a special account pend- 
ing further determination of the Secretary of the Treasury. This shall not be 
deemed to limit the power of the Secretary of the Treasury to return such prop- 
erty or the proceeds thereof, or to indicate that compensation will not be paid in 
lieu thereof, if and when it should be determined that such return or compensation 
should be made. 

Any person not a national of a foreign country designated in Executive Order 
No. 8389, as amended, asserting any interest in said shares of stock or any party 
asserting any claim as a result of this order may file with the Secretary of the 
Treasury a notice of his claim, together with a request for hearing thereon, on 
form TFVP-1 within 1 year of the date of this order, or within such further time 
as may be allowed by the Secretary of the Treasury. 

This order shall be published in the Federal Register. 

By direction of the President: 

H. MorGentTHAy, Jr., 
Secretary of the Treasury. 
FEesruary 16, 1942. 
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ExuHursrt B 


OFFICE OF THE ALIEN PROPERTY CUSTODIAN 
VESTING OF PROPERTY OF GENERAL ANILINE & FILM Corp. OF DELAWARE 


Vesting Order No. 5. (a) I, Leo T. Crowley, Alien Property Custodian, acting 
under and by virtue of the authority vested in me by the President pursuant to 
section 5 (b) of the act of October 6, 1917, as amended by section 301 of the First 
War Powers Act, 1941, and pursuant to Executive Order No. 9095, dated March 11, 
1942, finding upon investigation that the shares of stock of General Aniline & 
Film Corp. of Delaware which were covered by the vesting order issued by the 
Secretary of the Treasury under date of February 16, 1942, and which are de- 
scribed therein, were at the time of the issuance of such vesting order the prop- 
erty of nationals of a foreign country designated in Executive Order No. 8389, as 
amended, as defined therein, and that the action herein taken is in the public 
interest, do hereby order and declare that said shares (or, in the event any or all of 
them have been canceled and new shares issued in lieu thereof, then such new 
shares representing a corresponding property ownership or interest in such 
corporation), including all interest therein, are hereby vested in the Alien Prop- 
erty Custodian to be held, used, administered, liquidated, sold or otherwise dealt 
with in the interest of and for the benefit of the United States. 

(bv) Such property and any proceeds thereof shall be held in a special account 
pending further determination of the Alien Property Custodian. This shall not 
be deemed to limit the power of the Alien Property Custodian to return such 
property or the proceeds thereof, or to indicate that compensation will not be paid 
in lieu thereof, if and when it should be determined that such return or compen- 
sation should be made. 

(c) Any person not a national of a foreign country designated in Executive 
Order No. 8389, as amended, asserting any interest in said property, or any party 
asserting any claim as a result of this order, may file with the Alien Property 
Custodian a notice of his claim, together with a request for hearing thereon, on 
form APC-1 within 1 year of the date of this order, or within such further time 
as may be allowed by the Alien Property Custodian. 

This order shall be published in the Federal Register. 

Leo T. CRoWLEY, 
Alien Property Custodian. 
Aprit 24, 1942. 


ExHIBit C 


OFFICE OF ALIEN PROPERTY CUSTODIAN 


WASHINGTON 


VESTING OrpDER NO, 907 


Re: Certain capital stock and other interests in General Aniline & Film Corp. 


Under the authority of the Trading With the Enemy Act, as amended, and 
Executive Order No. 9095, as amended, and pursuant to law, the undersigned, 
after investigation: 

(a) Finding that I. G. Farbenindustrie, A. G., whose last known address was 
represented to the undersigned as being Frankfurt, Germany, is a national of 
a designated enemy country (Germany) ; 

(b) Finding that the shares of stock (constituting a substantial part, namely, 
approximately 97 percent of all outstanding shares) of General Aniline & Film 
Corp., a Delaware corporation, which is a business enterprise within the United 
States, which shares were covered by vesting order issued by the Secretary of 
the Treasury under date of February 16, 1942, and which are described therein, 
and which are thereafter vested by the undersigned pursuant to vesting order 
No. 5 of April 24, 1942, and delivered to the undersigned by the Secretary of 
the Treasury, were, prior to such vesting thereof by the Secretary of the Trea- 
sury, owned by or held for the benefit of said I. G. Farbenindustrie, A. G.; 

(c) Finding, therefore, that said business enterprise is a national of a desig- 
nated enemy country (Germany) ; 

(d) Finding that 16,186 shares (other than the shares referred to in sub- 
paragraph (b) and those vested by the undersigned pursuant to vesting order 
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No. 155 of September 19, 1942), of class A common stock of said business enter- 
prise are owned by or held for the benefit of nationals of designated enemy 
countries (Japan and Germany), the names in which such shares are registered 
and the names and last known addresses of the persons for whom such shares 
are held and the number of shares held for each, are respectively set forth in 
exhibit A attached hereto and made a part hereof ; 

(e) Determining, therefore, that said 16,186 shares of stock are interests in 
the aforesaid business enterprise held by nationals of designated enemy coun- 
tries (Japan and Germany) ; 

(f) Finding at all right, title, interest and claim of any name or nature 
whatsoever of H. Sturznegger & Co. of Basle, Switzerland, in and to all indebted 
ness, contingent or otherwise and whether or not matured, owing to said com- 
pany by William H. vom Rath, including but not limited to all security rights in 
and to any and all collateral (including 300 shares of class A common stock of 
General Aniline & Film Corp., registered in the name of Wiliam H. vom Rath) 
for any or all of ich indebtedness and the right to enforce and collect such 
indebtedness, is property of a company which is presently on the Proclaimed 
List of Certain Blocked Nationals promulgated pursuant to proclamation 2497 
of the President of the United States of America of July 17, 1941, and which is 
owned or controlled by the aforesaid I. G. Farbenindustrie, A. G., and, therefore, 
is property within the United States owned by a national of a designated enemy 
country (Germany) and also is an interest in the aforesaid business enterprise 
owned by or controlled by a national of a designated enemy country (Germany) ; 


(q) Finding that 36 shares of $1 par value common stock of Agfa Ansco Corp 
of New York, the holders of which are entitled to receive (pursuant to a merger 
agreement executed in 1939 under the terms of which said Agfa Ansco Corp. 
of New York was absorbed by General Aniline & Film Corp.) 1 share of class 
A common stock of General Aniline & Film Corp. for each 3 shares of such 
stock of Agfa Ansco Corp. of New York, are owned by or held for the benefit of 
nationals of Germany and Hungary, the names in which such shares are regis- 
tered and the names and last known addresses of the persons for whom such 
shares are held and the number of shares held for each are respectively set forth 
in exhibit B attached hereto and made a part hereof ; 

(hk) Finding, therefore, that such shares of stock of Agfa Ansco Corp. of New 
York are interests in the aforesaid business enterprise held by nationals of desig- 
nated enemy countries (Germany and Hungary) ; 

(i) Finding that 28 shares $1 par value common stock of Agfa Ansco Corp. 
of Delaware, the holders of which are entitled to receive (pursuant to a merger 
agreement executed in 1939 under the terms of which said Agfa Ansco Corp. 
of Delaware was absorbed by General Aniline & Film Corp.) 1 share of class 
A common stock of General Aniline & Film Corp. for each 8 shares of such 
stock of Agfa Ansco Corp. of Delaware, are owned by or held for the benefit 
of nationals of Germany, the names in which such shares are registered and 
the names and last known addresses of the persons for whom such shares are 
held and the number of shares held for eachgare respectively set forth in exhibit 
C attached hereto and made a part hereof; 

(j) Finding, therefore, that such shares of stock of Agfa Ansco Corp. of Dela- 
ware are interests in the aforesaid business enterprise held by nationals of a 
designated enemy country (Germany) ; 

(k) Determining that to the extent that any or all of the aforesaid nationals 
are persons not within a designated enemy country, the national interest of the 
United States requires that each such person be treated as a national of one of 
the aforesaid designated enemy countries (Germany, Japan, or Hungary) ;: 

(1) Having made all determinations and taken all action, after appropriate 
consultation and certification, required by said Executive order of act or other- 
wise ; and 

(m) Deeming it necessary in the national interest ; 


hereby vests in the Alien Property Custodian the shares of stock and other in- 
terests described in subparagraphs (d) (f), (g) and (i) to be held, used, admin- 
istered, liquidated, sold or otherwise dealth with in the interest of and for the 
benefit of the United States. 

Such property and any or all of the proceeds thereof shall be held in a special 
account pending further determination of the Alien Property Custodian. This 
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shall not be deemed to limit the powers of the Alien Property Custodian to 
return such property or the proceeds thereof, or to indicate that compensation 
will not be paid in lieu thereof, if and when it should be determined that such 
return should be made or such compensation should be paid. 

Any person, except a national of a designated enemy country, asserting any 
claim arising as a result of this order may file with the Alien Property Cus- 
todian a notice of his claim, together with a request for a hearing thereon, on 
Form APC-1, within 1 year from the date hereof, or within such further 
time as may be allowed by the Alien Property Custodian. Nothing herein con- 
tained shall be deemed to constitute an admission of the existence, validity or 
right to allowance of any such claim. 

The terms “national,” “designated enemy country,” and “business enterprise 
vithin the United States” as used herein shall have the meanings prescribed in 
section 10 of said Executive order. 

Executed at Washington, D. C., on February 15, 1943. 


[OFICIAL SEAL] Leo T. CRowLey. 


ExHipBit A 


16,186 shares of class A common stock of General Aniline & Film Corp., the 
names in which such shares are registered, and the names and last known ad- 
dresses of the persons for whom such shares are held and the number of shares 

eld for each are, repectively, as follows: 


f 


id last known addresses of persons for whom they 


are held 


Names in which registered 


wn Bros. Harriman & Co.| I. G. Farbenindustrie, A. G. Frankfurt, Germany 
Do | H. Sturznegger & Co. of Gasle, Switzerland (subsidiar y of 
| I. G. Farbenindustrie, A. G., and presently on the pro- 
| claimed list of certain blocked nationals promulgated pur 
| suant to proclamation 2497 of the Fresident of the United 
| States of America of July 17, 1941). 
Ing Franz Niasl, Vienna, Germany 
| Benjamin Kopf, Yokohama, Japan 
Deutsche Landerbank, A. G., Berlin, Germany (sub- 
account customers deposit 
| Exportkreditbank, A. G., Berlin, Germany (subaccount 
customers account for custody 
Deutsche Zentralgerrossenschaftskasse, Berlin, Germany 
(subaccount clients account). 
Frankfurter Bank, Frankfurt A. M., Germany (sub ac- 
count clients aecount) 
Vermolgensverwaltung und Abwicklungsstelle, G. m. b. H. 
Muenchen, Germany. 
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EXHIBIT B 


36 shares of $1.00 par value common stock of Agfa Ansco Corp. of New York, 
the names in which such shares are registered, and the names and last known 
addresses of the persons for whom such shares are held and the number of shares 
held for each are, respectively, as follows: 





5 ; ' ' | Names ¢ ast know idresses of persons for whom they | Number o 
Names in which registered | Names and last known addr ( persons & y : 


are held shares 


Fritz Buschbaum. .-- : Fritz Buschbaum, Darmstadt, Germany 
Gisella Fejer ; Gisella Fejer, Budapest, Hungary - 

Waldemar Jungheinrich......| Waldemar Jungheinrich, Land, Germany 
Rudolf Otto Sandmann......| Rudolf Otto Sandmann, Hamburg, Germany. 
Hans Vatter.................| Hans Vatter, Manheim, Germany..-- .. 
Karl Von Hagen-.-..-.-- | Kar] Von Hagen, Darmstadt, Germany. --- 


Total 
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ExHIsit C 


Twenty-eight shares of $1 par value common stock of Agfa Ansco Corp. of 
Delaware, the names in which such shares are registered, and the names and last 
known addresses of the persons for whom such shares are held and the number 
of shares held for each are, respectively, as follows: 


Names and last known addresses of persons for Number 


Names in which registered 
Soe whom they are held | of shares 


Herman Buhre Herman Buhre, Antona, Germany 

Johann Herzer and Zenta Herzer.. ..| Johann Herzer and Zenta Herzer, Mi arqui artstein, | | 
Germany. 

Freiherr Gotz von Wangenheim ..| Freiherr Gotz von Wangenheim, Wein, Germany-| 


Total 


Senator Dirksen. At the time of vesting, I would like to have the 
names of the officers of General Aniline & Film Corp. and the names 
of all members of the board of directors. 

Mr. Rusty. The first restaffing, I believe, took place at the time of 
the Treasury vesting. 

Would you like me to give you those names now ? 

Senator Dirxsen. If you have them here; yes. I think it would 
be well to read them into the record. These are as of the time of 
vesting? What was the date of the original vesting order? 

Mr. Rustin. January of 1942 was the Treasury vesting. Our vesting 
order was No. 5, April 30, 1942. 

Senator Dirksen. April 30? 

Mr. Rusrn. That is right. 

Senator Dirksen. So there was a disparity there of about 3 or 4 
months between Treasury vesting and vesting by Alien Property ? 

Mr. Rusrn. Yes. 

Senator Dirksen. At that time the Office of Alien Property Cus- 
todian was in the Treasury Department ? 

Mr. Rupr. No, sir. 

Senator Drrxsen. It was not? 

Mr. Rouen. No. There was an Alien Property Bureau in the De- 
partment of Justice, when Mr. Crowley was appointed Custodian. 
That group was transfered to an independent agency called the 
Office of Alien Property Custodian. 

Senator Dirksen. Had they nothing to do with the Treasury 
at that time? 

Mr. Rusrn. No, sir. 

Mr. Scuiezincer. The Alien Property Unit in the Justice Depart- 
ment, which was the holdover from World War I, was engaged in the 
administration and liberation of the World War I alien property 
program. By that time the remaining activities relating to World 
War I had pretty much resolved themselves almost entirely into a 
litigation function, and therefore it was a part of the Justice Depart- 
ment, which was handling the litigation in the courts. The Treasury’s 
action in General Aniline & Film is really the beginning of the World 
War II picture and this Alien Property Unit in the Justice Depart- 
ment was 100 percent engaged, as of that time, in the World War I 
activities. 
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Subsequently, however, part of its personnel was transferred to 
Leo Crowley when the ¢ ‘ustodian’s Office was set up early in 1942, to 
handle the World War II problem. 

Senator Dirksen. That is right. Then was the staff, or any sub- 
stantial part of the perscnnel of the office, under Mr. Crowley, at that 
time, or did he recruit them anew ? 

Mr. Rusrn. He recruited a new staff. 

Senator Dirksen. I see. Now, you might at this point describe for 
us the properties that were vested. 

Mr. Ruztn. In General Aniline? 

Senator Dirxsen. Yes. 

Mr. Rustin. The property vesting in that company approximates 
97 percent of its outstanding capital stock. 

Senator Dirksen. And the properties consisting of what? 

Mr. Rupsrn. The vested stock itself, includes the securities, com- 
mon A and B. 

Senator Dirksen. But that gave you control of the manufacturing 

properties ? 

Mr. Rusin. Well, it gave us control of the company, by virtue of the 
fact that we had 97 percent of the stock and could elect a complete 
board. 

Senator Dirksen. So from that point on you assumed supervision, 
control, and direction of the affairs of General Aniline & Film Corp. ? 

Mr. Rus. That is correct. 

Senator Dirksen. Where were the properties of the company 
located and what did they manufacture? 

Mr. Runin. The company operates through three principal divisions. 
In the order of their size, there is General Aniline Works Division, 
which manufactures dyestuffs, intermediaries and some chemicals. 

Senator Dirksen. What chemicals, if you know? Can you give usa 
little hint of that? 

Mr. Rusrn. Butanediol, dimethyl chlorocatel, koresin, polectron, 
polyvinyl ethers, polyvinylpyrrolidone, vinyl ethers. 

Senator Dirksen. That was the chemical side of it. 

Mr. Rustin. Some of these have been developed since vesting. I 
could not tell you exactly what chemicals were manufactured at the 
time of vesting. 

Senator Dirksen. Those are mainly industrial chemicals? 

Mr. Rustin. Yes. 

Senator Dirksen. Where was the manufacturing plant located ? 

Mr. Rosin. Their principal plants were at Grasselli, N. J. 

Senator Dirksen. Where the chemical plant was located ? 

Mr. Rusin. That would be dyestuffs. That was at Grasselli, N. J.; 
and a town outside of Albany, Rensselaer, N. Y., and Binghamton, 
N. Y. 

Senator Dirksen. Roughly, about how many people were employed 
in the Rensselaer plant? 

Mr. Rusty. I have no breakdown by plants. 

Senator Dirksen. Do you have any notion about it? 

Mr. Rupr. At that time, or now ? 

Senator Dirksen. Now. 

Mr. Rusin. I would judge possibly two or three thousand, but, Sen- 
ator, I can supply that. 


41389—54—pt. 1——19 
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Senator Dirrxsen. I wish you would. 

(The information referred to is as follows:) 
Grasselli, N. J —Part of the General Aniline Works Division 

This plant primarily manufactures dyestuffs and pigments, surfactants and 
textile auxiliaries. There are approximately 1,800 people employed at this plant. 
Rensselaer, N. Y.—Part of the General Aniline Works Division 

Engaged in virtually the same production as the Grasseli plant and employs 
approximately 650 people. 

Binghamton, N. Y.—Ansco Division of General Aniline & Film Corp. 

This division is engaged in the manufacture of amateur and professional film 
and related photographic equipment. This division employs approximately 3,800 
people, 

Johnson City, N. Y.—Ozalid Division of General Aniline & Film Corp. 

This division manufactures reproduction equipment, sensitized materials, and 
related equipment. There are approximately 800 people employed at the John- 
son City plant. 

Easton, Pa.—Central Research Laboratory 

This laboratory reports to the General Aniline Works Division of General 
Aniline & Film Corp. and is the research product development department. This 
laboratory employs approximately 169 people. 

Senator Dirksen. You were going to read for us the names of the 
officers and directors of General Aniline & Film Corp. at the time the 
vesting was made. 

Mr. Rustin. I can give you these during a calendar year. I cannot 
break it down as to the month. Would you like me to start with 1940? 

Senator Dirksen. Did they hold these posts prior to the time of 
vesting? The vesting came in 1942, so first give us the year 1942. 

Mr. Rurtn. I have a recollection that when blocking took place, 
which was done before vesting, GAF in some attempt to get unblocked, 
made some management and board changes. 

Senator Dirksen. When was that? 

Mr. Rusrn. It was blocked either in 1940 or 1941. It was June 14, 
1941. 

Senator Dirksen. All right; tell us what is meant by the operation 
of blocking. 

Mr. Scuiezincrr. The blocking controls which during the war 
period were exercised by the Treasury as opposed to—— 

Senator Dirksen. We were not at war in 1940. 

Mr. Scutezincer. The blocking of enemy property, which meant 
that you freeze transactions, except with a license—and let me 
amend that “enemy property” to the blocking of “foreign property”— 
which is the freezing of transactions respecting foreign property 
unless licensed by the ‘United States T reasury Department, were com- 
menced in 1940 pursuant to authorization from Congress. A major 
part of the purpose at that time, as of 1940, as I recall, was to prevent 
the looting of property in the United States, owned by nationals of 
countries occupied, say, by Germany. 

In other words, Germany occupied the lowlands. They could 
through the occupation power, exert authority over nationals of the 
Netherlands, to force those nationals to transfer American property 
rights. 

Senator Dirksen. Yes, but. this did not involve the Low Countries, 
did it ? 
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Mr. Scuiezincer. Pardon me. I was just going into the blocking 
picture. 

Then, pursuant to authorization from Congress, the Treasury began 
extending blocking controls over property of each occupied country 
as it was occupied, requiring a license from the United States Treas 
ury for transactions in that property located in the United States. 
Those controls were gradually extended over the occupied countries 
and in June 1941, they were extended to property in the United States 
of Germany and Japan, requiring a license from the United States 
Government for transactions in the property in this country of 
Germans and Japanese. 

Of course, the chief German or Japanese property in this country 
was this 97 percent interest in the General Aniline & Film Corp. 

Mr. Rusrn. I would like to add something further. It is my recol- 
lection that GAF was primarily blocked because its B shares were 
registered in the names of two Dutch holding companies, and when 
Holland was invaded, Dutch property was blocked, and I have a 
recollection that the first blocking came by virtue of that. 

Senator Dirksen. Just to get a very clear thought in the record, 
we actually blocked and licensed the operations of General Aniline & 
Film Corp. roughly about 6 months before the declaration of war in 
December of 1941 ? 

Mr. Rusry. I’m not too sure of this, but it may be that even before 
that, as a result of this Dutch blocking, that situation may have 
prevailed. I am not certain on that, but it could have, if those facts 
are accurate. 

Senator Dirksen. What was the implication and the result of that 
blocking? Did they bring them really under control of the Federal 
Government ? 

Mr. Ruprn. I would say to some degree. 

Senator Dirksen. First, they had to have a license to do business. 
They could not send things abroad, I assume. What about their 
domestic operations ¢ 

Mr. Rusin. They could not effect transfer of their equities, their 
stock—— 

Senator Dmksen. What about their manufacturing operations 4 

Mr. Rustin. I believe that was permitted. 

Senator Dirksen. You mean they could sell abroad ? 

Mr. Rustin. I am not sure about that, but insofar as the production 
of their products, that was permitted. 

Senator Dirksen. Evidently that was done under the Division of 
Foreign Funds Control in the Treasury Department ? 

Mr. Rosin. That is right. 

Senator Dirksen. And then they operated under a license from 
that time on? 

Mr. Rosin. Yes. 

Senator Dirksen. Suppose you give us the names of the officers and 
the board of directors at that time. 

Mr. Rvusry. Starting in 1940, the president of the company was 
Dietrich A. Schmitz. He served until September 23, 1941. 

Senator Dirksen. Can you tell us as you go along whether these 
people were American citizens ? 

Mr. Rusty. Mr. Schmitz, to the best of my knowledge, was an 
American citizen. 
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William H. von Rath was a vice president. He resigned on March 
31, 1942. 

Edgar M. Clark was a vice president. He resigned on January 10, 
1941. 

Hugh S. Williamson, vice president and treasurer, resigned June 
14, 1942. 

Hans Aickelin, vice president, resigned March 31, 1942. 

Rudolp Hutz, vice president, same date. 

Willi um P. Pickhardt, vice preside nt, resigned January 22, 1941. 

irnst Schwarz, vice president, resigned December 15, 1941. 

That concludes the officers for 1940 and some of whom served for 
most of 1941. 

Senator Dirksen. So some of them resigned prior to the vesting, 
evidently ¢ 

Mr. Rusin. Yes, sir. 

Senator Dirksen. Judging from the dates you gave us. 

Mr. Rupgr. That is right. 

Senator Dirksen. Now, the vesting came in January and in April 
1942. Tell us about the officers and directors after vesting. 

Mr. Rosin. All right. 

John E. Mack. Iam sorry. That is before vesting. He was put 
in by the management for a little while before vesting. 

Senator Dirksen. Who is Mr. Mack? 

Mr. Rustin. I believe he was a New York attorney, sir. He served 
only until March 16, 1942. 

The Cuamman. Did he not come from Poughkeepsie? 

Mr. Rusty. I think you may be right, Senator Langer. 

The Cuamman. Is he not the man who used to be a prominent 
Democrat politician, chairman of the Democratic Party in New York 
State, or is that his boy? 

Mr. Scuiezincer. That was, I believe, the brother of Judge Mack 
of the Second Circuit Court of Appeals. 

Mr. Rusin. In 1942 we had a Robert E. McConnell. 

Senator Dirksen. Was this after vesting? 

Mr. Rosin. Yes, sir. 

Senator Dirxsen. There is one thing perhaps I ought to ask at 
this point. Just assume that APC had revested this property. Was 
there a change in the directorate and in the officers? Was there an 
immediate change? 

Mr. Rusty. I don’t recall. If so, it may have been gradual, sir. 
I think these dates may develop that. 

Senator Dirksen. Who was the next man on your list? 

Mr. Rupr. Robert E. McConnell. He became president. He 
served until July 1943. He was succeeded by George w. Burpee, who 
served until July 31, 1947. 

Senator Dirksen. What can you tell us about Mr. Burpee? 

Mr. Rusty. Mr. Burpee, I believe, was connected with a prominent 
engineering firm. He continued, I believe, with the company—I am 
confused with another man. 

Mr. Nairn. The firm of Coverdale & Colpitt 

Senator Dirksen. An engineering firm? 

Mr. Narrn. That is right. 

Mr. Rustn. Mr. Burpee was succeeded as president by Mr. Jack 
Frye, the current president of the company. 
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Senator Dirksen. When did Mr. Frye become president? 

Mr. Rusrn. Mr. Frye became president on August 1, 1947. 

Senator Dirksen. So until that time Mr. Burpee was the president? 

Mr. Rustin. Yes. 

Senator Dirksen. Who are the other officers? 

Mr. Rusty. A Mr, Albert E. Marshall served as vice president from 
March 16, 1942, to December 31, 1942. 

A Mr. Joseph S. Bates also served as a vice president from March 
26, 1942, to August 31, 1943. 

A Mr. William F. Zimmerli served as vice president from March 26, 
1942, to March 31, 1945. 

A Mr. Evan C. Williams served as vice president from July 13, 1942, 
to July 31, 1945. 

A Mr. E. Allen Williford served as vice president from January 1, 
1945, to May 1, 1949. 

A Mr. Joe W. Coffman served as vice president from January 21, 
1945, to May 3, 1948. 

A Mr. David B. Dyche served as vice president and treasurer from 
November 24, 1942, to June 30, 1947. 

A Mr. W. Benton Harrison served as treasurer from November 15, 
1943, to June 1951. 

That would leave me with incumbents. 

Senator Dirksen. Yes. I think it might be well at this point, and 
just to round out the record, to tell us who the officers and directors 
are at the present time. 

Mr. Rupin. Yes, sir. 

Mr. Jack Frye is president and chairman of the board. 

Mr. John C. Franklin is vice president of operations of the General 
Aniline Works Division. 

Senator Dirksen. Who is Mr. Franklin? I might say that I know 
Mr. Frye. I knew him when he was president of TWA Airlines and 
I think he came directly from TW to his present position as president 
of GAF. 

Mr. Rusty. Mr. Franklin, I think, entered the General Dye Stuff 
organization probably 2 or 3 years ago and then transferred over to 
General Aniline Works. I believe Mr. Frye brought him in. 

Senator Dirksen. Was he recommended for the board by your office? 

Mr. Rust. No, sir—I dont. know—not to my knowledge, sir. 

Senator Dirksen. What about Mr. Frye? Was he recommended by 
your office? 

Mr. Rusty. My only knowledge about Mr. Frye’s appointment was 
after the appointment was made. I have no information of what took 
place before the appointment. 

Senator Dirxsen. Is Mr. Franklin a technical man? 

Mr. Rupr. I think he is more of an executive rather than a technical 
man. 

Senator Drrxsen. All right. Then proceed with the rest of the 
board. 

Mr. Rus. Mr. James Forrestal, vice president, operations, Ansco- 
Ozalid divisions. 

Senator Dirksen. James Forrestal? 

Mr. Rust. Forrestal. 

C. T. White, vice president, production, General Aniline Works Divi- 
sion; W. I. McNeill, vice president and controller; Francis A. Gib- 
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bons, treasurer; C. J. Hilldring, secretary, and some time within the 
last 2 or 3 months General Hilldring was made a vice president of the 
company. 

Senator Dirksen. General ? 

Mr. Rusrn. Hilldring. 

Senator Kirksen. Was he in intelligence at one time, in the Army? 

Mr. Rusry. I know he is a retired Army officer. 

Senator Dirksen. Was he in active service in World War IT? 

Mr. Rupr. I believe so. 

Mr. Scuuezmncer. I think, Senator, that during at least the latter 
part of World War IT he was in the Defense Establishment in charge 
of the occupied areas, that part of the Defense Establishment in 
charge of occupation in Germany and Japan, and that he then trans- 
ferred over when Secretary Marshall became Secretary of State. I 
believe he was Assistant Secretary of State in charge of occupation 
matters. 

Senator Dirksen. Are these directors or officers? 

Mr. Rusty. Officers. 

Senator Dirksen. What about your directors. Do you have a list 
of the present board ? 

Mr. Rusrn. Yes,sir. The board iscomposed of 16 members. There 
are presently three vacancies. Mr. Gerald B. Brophy, a partner in 
Chadbourne, Parke, Whiteside, Wolff & Brophy. 

Senator Dirksen. That, I take it, is a law firm ! 

Mr. Rusty. That is right. 

Mr. T. Colburn Davis, chairman of the board of Missouri Pacific 
Railroad; Mr. Morton Downey, director of the Coco-Cola Bottling 
Co. of Chicago; Mr. Horace C. Flanigan, president of the Manufac- 
turers Trust Co.: Mr. Jack Frye; Mr. Robert Heller, president of 
Robert Heller and Associates. 

Senator Dirksen. He is from Cleveland ? 

Mr. Rupr. Yes, sir. 

Mr. Donald O. Lincoln, partner of Steptoe & Johnson. 

Senator Dirksen. Steptoe & Johnson. Is that the law firm in which 
Louis A. Johnson, former Secretary of Defense, is probably the senior 
partner ? 

Mr. Rustin. That is right, sir. 

Thomas A. Morgan, chairman of the board and president of the 
Sperry Corp.; Harold Church Paull, chairman of the board of the 
First Federal Savings and Loan Association of Providence; Fred 
Hoffman Rhodes, director of the School of Chemical and Metallurgical 
Engineering at Cornell University ; Jouett Shouse—— 

Senator Dirksen. J-0-u-e-t-t? 

Mr. Rusty. Yes. And Mr. Cary R. Wagner, former senior vice 
president of the company. 

Senator Dmxsen. Did your office recommend any of these for the 
board, and if so, which ones? 

Mr. Rusty. What I can do is give you the date or the approximate 
date of their appointment. 

Senator Dirksen. When I say “your office”, of course, I mean the 
Alien Property Office. 

I would like to know whether the recommendations went from there. 

Mr. Rvsry. I would have every reason to believe that the members 
of the board now serve with the approval of the Attorney General. 
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Senator Dirksen. That means that the selection power then was in 
the Attorney General and more particularly, than in your office? 
Mr. Rus. Oh, yes; I can nail that down even a little firmer. As 
the annual meeting of this company approaches, a sufficient time 
before the meeting, a memorandum is prepared for the Attorney 
General from the director in which is naiaaee out a brief summary of 
the company’s current financial operations, a statement as to who the 
incumbent members of the board are, the date of the annual meeting, 
and requestion the Attorney General’s advice as to the action to be 
taken by his proxy at the meeting. 
An office employee usually represents the Attorney General as 
proxy. 

Senator Dirxsen. Is there an office employee on the board now ? 

Mr. Rupr. No, sir. 

Senator Dirksen. None whatsoever ? 

Mr. Rusrn. None whatsoever. 

Senator Dirksen. Has there been ? 

Mr. Rustin. Fora short period, I believe, in 1948, one office employee 
was on the board. 

Senator Dirksen. Who is general counsel for General Aniline and 
Film Corp. at the present time ? 

Mr. Rustin. Steptoe & Johnson. 

Senator Dirksen. And who selects the general counsel ? 

Mr. Rvusin. Steptoe & Johnson has served with this corporation, I 
would say, for probably 7 or 8 years. 

Senator Dirksen. At the same time that one member of the firm 
was on the board of directors? 

Mr. Rusty. I think the firm has kept one member on the board at all 
times. Mr. Johnson, I believe, at one time served on the board. 

Senator Dirksen. Tell us a little bit about the Binghamton plant, 
and what goes on there. What dothey make there? 

Mr. Rusty. There they have the Ansco Division. 

Senator Dirxsen. All right; then divide it up. You have now 
given us a little data on the chemical end of the business. What is the 
second division of this business ? 

Mr. Rusty. The Ansco Division. 

Senator Dirksen. Tell us about that. 

Mr. Rusry. That is photographic film and related products. 

Senator Dirksen. And that is located at Binghamton, N. Y. 

Mr. Rusrn. Yes. 

Senator Dirksen. How extensive is that business ? 

Mr. Rusin. You mean in dollars ? 

Senator Dirksen. Dollar distribution. 

Mr. Rusry. Manufacturing plants. They may have some selling 
offices in areas. 

Senator Dirksen. What about that branch 

Mr. Rusty. Oh, yes; we have a research laboratory at Easton, Pa. 

Senator Dirksen. At the time this company was vested was some 
estimated value placed upon it? 

Mr. Rusty. I don’t recall an appraisement, but I could probably 
give you a net worth figure. 

Senator Dirksen. Is it not customary to sort of make at least a 
casual evaluation of the property ? 
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Mr. Rupr. I am sure there is such an evaluation in our files, going 
back to that period. 

Senator Dirksen. Would you have any figure in mind as to how 
much this might be? 

Mr. Runiy. I am trying to find it, Senator, if you will bear with 
me. 

The net worth of the company at approximately the time of vesting 
was $35 million. 

Senator Dirksen. $35 million? 

Mr. Rusrn. Yes, sir 

Senator Dirksen. Do you have a figure as to the sales volume of 
the company at the time ‘of vesting? 

Mr. Ruwin. Yes, sir; approximately $46 million, 

Senator Danie x. That is just for General Aniline & Film? 

Mr. Ruprn. The entire three divisions. 

Senator Dirksen. $46 million ¢ 

Mr. Rusry. Yes. 

Senator Dirksen. Was that a high year or a moderate year? 

Mr. Rusry. I could not say; I do not have comparative figures for 
the years previous. 

Senator Dirksen. Does General Aniline & Film have any other 
official counsel besides Steptoe & Johnson ? 

Mr. Rupin. They have numerous patent counsel. They have coun- 
sel in the various areas in which their operations are located. I believe 
we furnished the staff of the committee a breakdown of all the legal 
fees paid until about October 1951, together with the names of ‘all 
firms receiving such fees. 

Mr. Nairn. Mr. Rubin, do you, as the head of the Management 
Branch, have any knowledge of the services required by General 
Aniline & Film in a legal nature? We have been furnished with 
sheets indicating which firms received fees, but are you not personally 

familiar with the legal firms which are rendering services to General 
Aniline & Film? 

Mr. Ruri. No, sir. 

Mr. Narrn. Do they ever consult you with respect to the retainer 
of corporate counsel ? 

Mr. Rupr. No, sir. 

Mr. Narrn. Does not your job sheet indicate that that is one of the 
functions you perform? You made the statement in here earlier 
today in your prepared statement that no attempt has been made to 
direct or in any way to interfere with the day-to-day operation of 
these businesses, that the conduct of such operations has been left to 
the management, which is responsible to the Office in the same manner 
as management is responsible to the principal stockholders, and yet, 
in your statement to the Bureau of the Budget asking for funds to 
operate your Management and Control Branch you state: 

After vesting, it is the duty of this section to assume responsibility for the 
direction, management, supervision, and control of business enterprises operated 
as going concerns, and to administer the affairs of the vested enterprises. These 
supervisory responsibilities entail close cooperation with the companies in the 
administration of many internal operating problems confronting business concerns 
daily. The supervisory responsibility is in all cases thorough and extensive, 
necessitating prior approval of management matters, ranging from salary in- 
creases to major changes in business policy. 
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It would appear to me that these two statements are inconsistent. 
You are asking for money in one and we are asking you to explain 
the degree of control exercised by the Office of Alien Property over 
these businesses. I would like an explanation as to your control over 
the selection of counsel who have received approximately a half 
million dollars in the past 6 or 7 years 

Mr. Rusty. The alministration of General Aniline from its vesting 
has always been handled more directly by the Director than any single 
item of vested property in the Office of Alien Property. 

When I say “the Director,” I mean the Custodian, on down. Every 
Coston has not varied from that policy. 

Mr. Naren. Is that true of other business enterprises? 

Mr. Rusin. It was true of one other business enterprise. 

Mr. Nairn. Which one was that? 

Mr. Rusty. Schering. 

Senator Henprickson. Why is that? 

Mr. Rusty. Because of the size of this operation, the public in- 
terest in it, and the fact that it is the largest single asset that the 
Government holds as a result of the vesting program. 

Mr. Natrn. You said earlier that General Aniline did not break 
down its operating statements by divisions for reasons of competitive 
secrecy. 

Do you in your office receive a complete breakdown by division ? 

Mr. Rupr. Yes, sir. 

Mr. Nartrn. You are not relying, then, on the figures prepared and 
submitted in that annual report, to which you refer, for your infor- 
mation here ? 

Mr. Rusrn. No, sir. 

Mr. Scuiezincer. I think what Mr. Rubin meant, Mr. Nairn, was 
that he thinks it would be better from the standpoint of security of 
General Aniline & Film information not to reveal those breakdowns 
at a public hearing, but if the committee is interested in that informa- 
tion broken down, the Office has it. 

However, since it is not information that is normally disclosed by a 
competitive business, it would prefer not doing it at a public ine 

Mr. Narrn. I understs ind that, Mr. Schlezinger. I just wanted to 
try and ascertain Mr. Rubin’s familiarity with the operation of 
General Aniline. We have asked him some questions about im- 
portant decisions which your application to the Bureau of the Budget 
places in his pea eaenaEes. I do not want to know the breakdown 
of Ansco and Ozalid; I just wanted to know if he knew whether 
Louis Johnson’s firm hi 4 been retained, and why, and I think I have 
received my answer: that he peeerany does not know. 

Then the same answer would apply to the approval of the salaries 
which the various officials of General Aniline receive ? 

Mr. Rusry. Yes, sir, plus another factor. The management of 
General Aniline, with the consent of the board, called in a firm of 
management engineers by the name of McKinsey & Co., a number of 
years ago, and that firm set up a salary pattern with grades, maximum 
and minimum, which has been revised from time to time in accordance 
with that formula. That forms the basic pattern for salaries in the 
company. 

Mr. Namn. Have these salaries been changed by the Heller survey 
in any way? 
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Mr. Rusty. I don’t recall. 

Mr. Naren. There again, your section has been relieved of its 
responsibility, the supervision of these major salaries, by the Director 
f Alien Property in this particular case here? 

Mr. Ruern. At my level it would be the Director. 

Mr. Namen. Does he ever consult with your branch with respect to 
these salaries ? 

Mr. Rusin. He consults with our branch with respect to considerable 
matters involving General Aniline. In some cases it may be salary. 
I don’t recall specific instances. : 

Mr. Naren. I take it then that the Management and Liquidation 
Branch did not approve of the payment of legal fees to the firm of 
Chapman & Keane by General Aniline? 

Mr. Runix. When was that, sir? 

Mr. Naren. I would have to consult the charts here. You do not 
know that oe, were paid any fee? 

Mr. Rusty. I don’t know, sir. 

Mr. Natrn. Do you know of any competitive business which has 
arisen recently, which may interfere with the profit of General Ani- 
line & Film and General Dyestuff ? 

Mr. Rusin. General Aniline has had competitiors for years. In 
the Ansco Division they have had Eastman Kodak; in the dyestuff, 
textile intermediates, there are several Swiss companies that are 
active competitiors. 

Mr. Natrn. Has any new company been formed as a competitor to 
Genera] oars or General Dyestuff within the last year? 

Mr. Rusry. General Dyestuff is primarily a sales agency. I 
imagine that dyestuff sales organizations are formed; some small and 
some large. 

Senator Dirksen. Getting back to personnel for a moment, Mr. 
Rubin, are any former Alien Property personnel employed in any 
capacity at General Aniline? 

Mr. Rusty. I think I can recall one. 

Senator Dirxsen. What is his name? 

Mr. Rusry. In some minor position; a gentleman by the name of 
Mr. Hay. He holds some minor position. 

Senator Dirksen. What is his name? 

Mr. Rusin. Edwin Hay. 

Senator Dirxsen. H-a-y? 

Mr. Rusrn. Yes, sir. 

Senator Dirksen. You do not know what position he holds? 

Mr. Rvusry. It is some minor position. There’s one—he may have 
resigned by now—Mr. Lloyd Shaulis, who was employed in our office 
while it was an independent agency. 

Senator Dirksen. Is he presently employed ? 

Mr. Rustin. I heard some talk that he had planned to resign recently. 
He holds no major position. 

Senator Drrxsen. That is not quite the question. Is he presently 
employed at General Aniline? 

Mr. Rustin. To the best of my knowledge, he is. 

Senator Dirksen. What were his duties with the Office of Alien 
Property ? 

Mr. Runrn. He was the secretary of the Office of Alien Property 
Custodian. 
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Senator Dirksen. What was his grade and salary at that time? 

Mr. Rusty. I am informed that he left at $10,000 a year, which 
probably would make him a grade 15, 

Senator Dirksen. Would you know what his salary is at the present 
time in General Aniline? 

Mr. Rusin. No; but I can ascertain it for you very easily, Senator. 

Senator Dirksen. Do you have it there? 

Mr. Rusrn. No; I don’t believe I have. 

Senator Dirksen. Would it be as much as $30,000 a year? 

Mr. Rusrn. Oh, no; I doubt it. I think it is somewhere between 
$15,000 and $20,000. 

Senator Dirksen. ‘Tell us about the relationship that exists between 
General Aniline & Film Corp. and General Dyestuff Corp. 

Mr. Rosin. General Dyestuff is the exclusive selling agency for 
the products manufactured in the General Aniline works division 
which relates to the textile industry. 

Senator Dirksen. It is the exclusive sales agency for all products 
manufactured by General Aniline? 

Mr. Rusrn. In dyestuffs and textile intermediates. 

Senator Dirxsen. Nothing else? 

Mr. Rupr. I think the Antara division also. 

Senator Dirxsen. It would not be the sales agency for Ansco? 

Mr. Rusrn. No, sir. 

Senator Dirksen. Nor would it be the sales agency for Ozalid? 

Mr. Rusty. No, sir. 

Senator Dirksen. Would it include the industrial chemicals that 
General Aniline 

Mr. Ruery. It might include some of them. Others are sold directly 
by the company. 

Senator Dirksen. What is the nature of that relationship? Is it 
done on a contract. basis? 

Mr. Rusin. That is a question which is going into litigation. The 
General Dyestuff asserts that it has an exclusive sales contract. 

Senator Dirksen. Well, would you not know ? 

Mr. Rustin. Well, it is being disputed by certain minority stock- 
holders of General Aniline. 

Mr. Scuiezincer. Senator, there is an exclusive sales contract be- 
tween the two. I think that what Mr. Rubin was trying to indicate 
is that there is now pending in the New York State courts certain de- 
rivative actions which will test the validity of the exclusive sales 
contract. 

Senator Dirksen. I am not interested at the moment in the validity 
of the contract; I am interested in the existence of the contract. 

Mr. Rusty. I believe one exists. 

Senator Dirksen. Is it in written form ? 

Mr. Rustin. There is a written agreement. 

Senator Dirksen. Have you ever seen it? 

Mr. Rustin. I have read it some time past. 

Senator Dirksen. If you have read it, there must be a contract. 

Mr. Rupr. Yes, sir. 

Senator Dirksen. That is what we are trying to get at. Has.that 
contractual relation always existed between these two companies? 

Mr. Rustin. It has existed for a great number of years prior to 
vesting. 
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Senator Dirksen. I would assume that you would know about not 
only of the existence of the contract, if there were one, but also of its 
terms and the relationship of these two companies, for if you vested 
General Aniline & Film and there was this exclusive sales arrange- 
ment for some of its products, you would also have to know something 
about the Dyestuff operation, would you not? 

Mr. Rusty. Yes, sir. 

Senator Dirksen. So you de know something about that? 

Mr. Rusty. I can say this, that up to now the contract has been 
recognized, 

Senator Dmxsen. Has there been something of an interlocking 
arrangement between these two companies through its board of 
directors ? 

Mr. Rupgrn. Yes, sir. 

Senator Dirksen. Tell us about that. 

Mr. Rusty. Of the General Aniline board, as I read to you before, 
there are five members who also serve on the General Dyestuff board. 

Senator Dirksen. And who are those five members? 

Mr. Rusin. Mr. Frye, Mr. Lincoln, Mr. Harold Church Paull, Mr. 
Jouett Shouse, and Mr. Cary R. Wagner. 

Senator Dirksen. Was Louis Johnson at one time president of 
General Dyestuff ? 

Mr. Rupr. Yes, sir. 

Senator Dirksen. How long was he president and when did his 
presidency begin and end ? 

Mr. Rupry. Mr. Johnson was president from July 13, 1942, to Feb- 
ruary 26, 1947. 

Senator Dirksen. From 1942 to 1947? 

Mr. Rupr. Yes, sir. 

Senator Dirksen. And then he relinquished his presidency of Gen- 
eral Dyestuff ? 

Mr. Rupr. That is right. 

Mr. Naren. Were you at that time the head of Management and 
Liquidation Branch ¢ 

Mr. Rupr. There was no Management and Liquidation Branch; 
no. 

Mr. Natrn. Do you know the circumstances under which Mr. John- 
son resigned from General Dyestuff and continue to receive a retainer 
of $18,000 a year ¢ 

Mr. Rust. No, sir. 

Mr. Natrn. Have you ever heard of or examined the contract under 
which he operated after he left General Dyestuff ? 

Mr. Rupr. There is no contract. An annual retainer is approved 
by—— 

Mr. Naren. Are you sure there is no contract ? 

Mr. Rusty. I haven’t seen one. 

Mr. Narrn. I refer you to the minutes of the board of directors 
meeting of General Dyestuff in which Mr. Louis Johnson entered 
into an agreement with the board of directors at the time he was 
chairman of the board which stated that he would be retained at an 
annual retainer of $18,000 a year at such time as he would cease to 
serve with the company in an official capacity, and the next month 
he resigned. 
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Mr. Rupr. That’s probably correct. 

Mr. Naren. You did not know how he had come to this agreement ¢ 

Mr. Rusty. It was by resolution of the board, sir. 

Mr. Nairn. Did he enter into a contractual arrangement there, or 
was it an oral agreement ¢ 

Mr. Rupin. No; I think it was by board action. 

Mr. Narrn. Did he later become counsel for General Aniline & 
Film in addition to being counsel for General Dyestuff ? 

Mr. Rusrn. I don’t know the date that he became counsel for Gen- 
eral Aniline & Film, but the firm is now counsel for General Aniline 
& Film. 

Senator Dirksen. Mr. Rubin, when the auditors went through the 
books to take a look at legal fees, I notice they set out a total of 

$2,820,144 for a period from 1939 through June of 1951, and I would 
say as a guess there must be all of eighty and maybe a hundred law 
firms who have received small amounts and large amounts. 

Has it been the custom for the General Aniline & Film board to 
retain their own attorneys without consulting with your office? 

Mr. Rustin. Insofar as those minor firms are concerned, I would 
believe so, and I think in some of the minor firms, it would be left 
to the managers of local branches. 

Senator Dirksen. I would be inclined to agree with you that where 
amounts up to $50, $185, $291, and so forth | are concerned, that was 
normal company business. However, I am thinking now of some of 
these very substantial fees. 

I see that Saxe, Cole & Anderson received $102,925 and Breed, Ab- 
bott & Morgan, a rather prominent law firm, received $495,780. 

Mr. Scutezincer. Senator, I think you will notice that that entire 
sum was prevesting, I believe. 

Senator Dirksen. Was prevesting? 

Mr. Scuiezincer. Yes. Breed, Abbott & Morgan. There seems 
to be a holdover payment in 1942. I imagine it was for prior services. 

Senator Dirksen. That could be, but it does include 1942 here, and 
Saxe, Cole & Anderson runs into 1944, although for rather modest 
amounts. Of course, we get into some rather substantial fees that 
have accumulated, at a later period of time. 

Mr. Nairn. I might point out that Breed, Abbott & Morgan was 
general counsel at the time of vesting and they were removed. That 
would indicate that somebody in your office was responsible for their 
removal. 

The reason why their fees only show through 1942—and there was a 
payment in 194: 2—was because Breed, Abbott & Morgan brought suit 
against General Aniline & Film Corp. for fees they claimed to be due 
and there was finally a settlement of some kind, and that would ac- 
count for the fee in 1942, Mr. Chairman. However, they ceased to be 
counsel upon vesting, which would indicate that you people did have 
some knowledge or control from that time on over who was going to be 
counsel. 

Mr. Rusty. This particular thing happened in 1942, and I would 
not have any knowledge. I was not connected with this type of work. 

Senator Dirksen. Langner, Perry, Card & Langner show a fee of 
$415,271, most of which came after 1943. Now, there are two questions 
that occur tome. 
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The first one is this: Must your office sanction and approve the se- 
lection of counsel where money runs into such substantial sums ? 

Mr. Rusin. Under the authorization which GAF operates, no sir. 

Senator Dirksen. As a matter of practice have you placed the 
seal of approval upon lawyers and said “This lawyer is the right per- 
son to hire”? 

Mr. Rustin. In the case of General Aniline & Film, the Business 
Management Branch or predecessor section has never been requested 
to review those matters. 

Senator Dirksen. Did anybody in your Office, including the Direc- 
tor, have anything to say about the retention of legal counsel ? 

Mr. Ruin. I have no knowledge of that, Senator. 

Senator Dirksen. So, insofar as you know, that was wholly a com- 
pany matter ¢ 

Mr. Rusrx. From the knowledge I have, sir. 

Senator Dirksen. It seems to me, Mr. Rubin, that the Office of 
Alien Property has a very definite responsibility under the law and 
that is this: to conserve the estate that is involved, for one thing, to 
get as much money out of it as they can, for another, to make a maxi- 
mum remittance into the war claims fund, which Congress had in 
mind as the end beneficiary, where we take these things over, so that 
an undue dissipation of the substance of the estate would mean that 
much less into the war claims fund. Therefore, I think it is a very 
proper field of inquiry for the committee to just take a look at the 
size of these fees and see whether or not they were paid under the di- 
rection or with the consent of your office or the Attorney General, 
because I think we ought to be frank about it, you know, this prope rty 
had a reputation as being a political gravy train. You have heard 
that, have you not ¢ 

Mr. Rusty. Yes, sir. 

Senator Dirksen. I am not trying to make any invidious implica- 
tions here, as you well understand. I try to be as judicial about it 
as possible, but there is before me this report, which is only up to 
June 1951, so there are another 18 months to be added, and with 
something in excess of $2,800,000 in fees, and certainly no ‘effort thus 
far—not because there has been any laches on your part—to dispose 
of this property, I am wondering what the nature of this legal work 
was that would justify fees of that kind. 

I have no doubt that patent specialists had to be retained, and 
certainly provision had to be made for them. What litigation is 
this estate in at the present time that requires a very fancy amount 
of legal work? Please explain to us the difficulties that beset the 
company legally, because of adverse interests, adverse claims that 
exist, and so forth. 

Mr. Rupin. The Langner, Perry, Card, & Langner fee is primarily 
for technical services in the field of patents and trade- castes, which 
are very necessary to a company in the chemical industry. 

Senator Dirxsen. I have no doubt that that is the kind of service. 
Whether they need that much is another question, but certainly, they 
need that kind of service in that kind of business. 

What is the litigation and what are the adverse claims that have 
been set up? 
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There is seemingly a Swiss interest involved here, for one thing, 
but just take the thing serially, as it were, and tell us now about the 
difficulties of the company. 
































8 Mr. Scuuezincer. We have to differentiate between any litigation 
P- that the company is engaged in and the litigation involving the Office 
of Alien Property, which prevents the sale of General Aniline. 
38 The litigation in which the Office is engaged in and which is the 
d great barrier to the sale is an action brought by a Swiss holding com- 
pany, formerly named I. G. Chemie, and I believe now its name is 
C- Interhandel. 
Senator Dirksen. Let me at that point make the right distinction. 
You say that is the litigation in which the Office is engaged in? 
as Mr. Scutezincer. That is right, sir, The company in no way 
bears any legal fees in connection with the section 9 (a) litigation. 
The Department of Justice attorneys handle that litigation. 
of Senator Dirksen. So we can take that litigation out and say the 
id heavy legal fees are not as a result of the assertion of an adverse 
to interest by the Swiss? 
i Mr. Scutezinoer. That is right. 
in Senator Dirksen. Tell us a little more now about this Swiss 
at litigation. 
at Mr. Scuiezincer. The Swiss litigation, which is the most compli- 
ry cated litigation to arise in this field out of the vesting of enemy prop- 
he erty in W orld War IL was brought a good many years ago. It was 
li- instituted under section 9 (a) of the Trading With the Enemy Act 
al, by I. G. Chemie. 
ty It seeks return of this 97 percent vested interest in General Aniline 
rd & Film, asserting that it actually is owned by the Swiss and not by 
German interests. 
The Government’s contention basically is that the Swiss holding 
i. company is merely a cloak for I. G. Farben of Germany and that 
+ General Aniline & Film was actually beneficially owned and con- 
to trolled by Farben and that I. G. C hemie, the Swiss holding company 
th was beneficially owned and controlled by Farben. _ 
am The case is still in the pretrial stage, although it already has in- 
a volved, I think, some of the most complicated litigation in American 
le judicial history. It involves the concealment on a worldwide basis 
over the entire period between World War I and World War II of the 
ad “arben assets, outside of Germany, with all the ramifications that that 
ois involves in digging into tens of thousands of documents going back 
cot over that period of time, in many foreign countries. 
the The Department has made various “attempts to get at those docu- 
hat ments through our own facilities in Germany. Of course, we have 
managed to obtain a great number of documents. Discovery actions 
“ily have been taken by both sides to the litigation. The Government has 
ich turned over to the plaintiff, or granted discovery to him of its 
documents. 
ine. The plaintiff has succeeded for a number of years in preventing dis- 
hey closure of the documents of a Swiss bank, which was a controlling 
figure in the Chemie complex, and we have not yet obtained discovery 
ay of those documents. 


The Swiss rely upon a ruling of the Government of Switzerland 
which, under the Swiss secrecy law, purports to preclude disclosure 
of those documents. 
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A very interesting decision came down during the past week, and 
I distributed copies of it here the other day, you will recall, in which 
Judge Laws of the District Court for the District of Columbia held 
that Chemie, the plaintiff, must furnish those documents, and gave 
them 90 additional days in which to furnish those documents. He 
indicated that he would dismiss the action if they are not then dis- 
closed. That is the present status on the major litigation. 

In the meantime, however, complicating factors arose as a result of 
the filing 2 or 3 years ago by a minority stockholder of Chemie named 
Eric Kaufman 

Senator Dirksen. Is hea citizen of this country ? 

Mr. Scuiezincer. A citizen of the United States, he filed a motion 
for intervention on the ground that under section 9 (a) of the act, 
even though Chemie may be an enemy, he has a derivative right to a 
proportionate share as a nonenemy, of these American assets. 

The Government opposed that intervention. The Government won 
in the district court and won in the court of appeals. 

Senator Dirksen. Where was that filed? Here in the District of 
Columbia ¢ 

Mr. Scuiezincer. I think that is right. It is an attempt to inter- 
vene in the Chemie case in the District. 

I believe there may be a companion separate action in New York 
that was stayed, because the District action took precedence. 

That case went to the Supreme Court of the United States and about 
a year ago the Supreme Court ruled in a split decision—I believe 5 to 4 
or 6 to 3—against the Government, and ruled that Kaufman could 
intervene to protect the asserted nonenemy interests in the major 
action. 

While that litigation was going its way up through the courts, of 
course, the major litigation was “stayed. Since the Supreme Court 
decision has come down in the Kaufman action, motions to intervene 
in the district court have been filed by a number of other groups of 
American and neutral minority stockholders in Chemie, and I be- 
lieve that intervention has already been granted to some 900 inter- 
veners, who are now in the action in the District Court for the District 
of Columbia and no doubt additional interveners will appear. 

Senator Dirksen. That answers in part one question that came into 
my mind. 

How many American citizens are stockholders in General Aniline 
& Film, for instance, the number by stock interests, or the number of 
shares, who could conceivably become interveners if all of them were 
enlisted to intervene ? 

Mr. Scuiezincer. Well, minority stockholders in General Aniline 
are not involved in this litigation because the Government has not 
vested any stock of American citizens. The interveners in the section 
9 (a) suit are minority stockholders in the Swiss concern. The Gov- 
ernment has vested 97 percent and a fraction of General Aniline & 
Film. Presumably the entire two and a fraction percent that is un- 
vested is held either by American citizens or other nonenemies. 

Senator Dirksen. You have no way of knowing how many inter- 
veners under this last decision might conceivably come into this 
picture ? 

Mr. Scuiezmncer. There is no way of knowing at this stage. In 
Europe, registered securities are very unusual. The securities of 
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Chemie were bearer shares. No doubt many of them have passed 
through different hands. Under section 9 (a) we assume that only the 
rights of a prevesting owner of the securities will be protected under 
the Supreme Court decision. At least, that is what we assume now. 
And someday the ownership of the actual securities, the dates of 
such ownership, the devolution of title, will no doubt have to be re- 
solved in all of these cases. 

Senator Dirksen. In the light of that intervention it is a clear 
assumption, I think, that there can be no disposition, certainly, of the 
General Aniline & Film property, until this legal maze is wntangled 
and these rights resolved. 

Mr. Scutezincer. I think that is true, Senator. I made some men- 
tion this morning how Harvard and Spur have been tied up in this 
Uebersee litigation that has already been twice to the Supreme Court 
and is now back in the district court. I think the General Aniline 
litigation is far more complicated, at least at this stage of the pro- 
ceedings, and the resolution of it will take much longer. 

Senator Butter. To what extent are the rights of the interveners 
dependent upon the Swiss documents that they are now seeking dis- 
covery of? 

Mr. Scuuezincer. The interveners are neutral, in effect. 

Senator Butter. Their claims would not fall if Farben was, in 
fact, the owner? 

Mr. Scuiezincer. Under the Supreme Court decision, presumably 
the nonenemy minority interests in Chemie would be protected, and 
under Judge Laws’ decision that came down last week, in which he 
indicated that he would dismiss the major action if this plaintiff did 
not come in and produce, he expressly reserved the rights of the 
interveners. 

Their action, presumably, would not fail, even if the main action 
failed. The interveners would then, in effect, become the plaintiffs, 
and a determination of their respective interests would have to be 
made. 

Senator Butter. What is the theory of that, that they were inno- 
cent of this fraud ? 

Mr. Scuiezincer. The Government’s contention in the Supreme 
Court was that a stockholder in a corporation is really not the owner 
of the property of the corporation, and therefore has no standing, say, 
as a title claimant in our claims procedure or under section 9 (a). 

That position was, in effect, rejected by the Supreme Court, which 
stated that for purposes of section 9 (a) of the Trading With the 
Enemy Act, they would pierce the corporate veil. They thought the 
corporate veil should be pierced and that it was not the intention of 
Congress to take this beneficial interest of nonenemy stockholders in 
an enemy corporation. 

I should say in this connection that the persons protected, the 
minority stockholders, let us say, of Chemie, who would be protected 
under the Supreme Court decision, would presumably not be all stock- 
holders who prove they are nonenemy stockholders, by nationality, 
but they have to be nonenemy tainted as well. 

The first Uebersee decision expressly held that a nonenemy corpora- 
tion, if enemy tainted, is itself an enemy for purposes of the Trading 
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With the Enemy Act and cannot recover. So in going into the rights 
of the intervenors there would not only be the question of the title 
of each intervenor to his shares of stock, the date of that title, but 
there will have to be determined the enemy or nonenemy character of 
that particular intervenor, bearing in mind that citizenship alone 
is not enough—was he actually ope rating in behalf of the Germans 
during the war or operating with them ? 

Senator Dirksen. Who is counsel of record for the Swiss interests? 

Mr. Scuuesincer. John J. Wilson, a member of the District bar. 

Senator Dirksen. It is fair to assume because of the size of the 
estate involved and the position of the plaintiff in that action, want- 
ing restitution, that they will utilize every legal remedy that is at 
their disposal. Then when you consider the intervenors in the case 
there is every reason to believe this thing could run along for a long 
time before something could be done about it. 

Mr. Scuxesincer. I certainly think that that is true, Senator. 

Senator Dirksen. What practical legal action could be taken to 
meet that difficulty, so that something could be done about this prop- 
erty without having it in the toils of Government forever and for- 
ever, so that none of the rights of the principals in this litigation 
would be prejudiced and when it was finally resolved, they at least 
in money would be indemnified, even if the property were not there? 
Is there such a thing as developing a sale of the property and putting 
the money in escrow ¢ 

Mr. Scuestncer. I think the great barrier is the injunctive pro- 
vision of section 9 (a) which prohibits that. The removai of that 


injunctive provision would, of course, permit the sale. 

Senator Dirksen. Let us get back to the operation of the General 
Aniline & Film Corp. property for the moment. It is fair to assume 
that when this was vested it was a good, going aria ise, it was 


making money, it was selling its products ever rywhere, and presumably 
product ts of qu: ality, and to do so required manpower and, more than 
that, manpower with company morale, if I may call it that, from the 
bottom to the top. 

In other words, it is fair to assume that they had competent 
employees in the pl: ae Would that be a fair assumption ? 

Mr. Rusrn. Yes, sir. 

Senator Dirksen. In connection with an operation of this kind 
you need a lot of technical help. I would assume, without ever having 
been inside the plant, that you need chemists, chemical engineers, 
dyestuff experts, and all that sort of thing? 

Mr. Rupin. Yes, sir. 

Senator Dirksen. In the time that this plant has been in the hands 
of the Government, what has been the personnel situation in the plant 
or plants themselves ¢ 

Mr. Rusrn. The company now has 8,000 employees, more or less. 

Senator Dirksen. In all plants? 

Mr. Rusrn. Yes, sir. It varies. I have here some figures over a 
period of 10 years, which show that fluctuation. In 1942 the company 
had 6,300 employees. 

Senator Dirksen. That includes Ansco and Ozalid? 

Mr. Rusrn. Everybody. 

In 1951 the company had—they had 8,500. Their high was during 
1947 when they had 9,500. 
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Senator Dirksen. That I can understand, perhaps, but I am won- 

dering now about a response to the question I have in mind, which is in 
respect to their technical help. Somebody has furnished me with a 

list showing that some of their very high-powered people, their expert 
technicians, have been gradually leaving the company; is that right 
or wrong? 

Mr. Ruin. Yes, sir. 

Senator Dirksen. You say, “Yes, sir”’—meaning what? 

Mr. Rupr. That some of the excellent technical help have been 
leaving. In addition, the company is having difficulty recruiting 
excellent technical men, one of the principal causes for this is the un- 
certainty of the future ownership of this company. 

Senator Dirksin. So that should have some effect, I take it, upon 
the earning capacity and the earnings themselves of the company 

Mr. Rustin. Yes, sir. 

Senator Dirksen. What is the earnings picture over the period of 
time since the company was vested, in 1942? First you might give 
us a word as to the gross volume of business done in these years, and 
then, secondly, the net profits, because, after all, it is only the net 
after taxes that really counts. 

Mr. Rusry. All right, sir. 

In 1942, with sales of $43,767,000—I will round these figures out—— 

Senator Dirksen. That will be good. 

Mr. Rupr. The net earnings after taxes were $3 million. 

In 1943 with approximate ly$ $60 million sales, the net was $4 million. 

Senator Dirksen. The first year was $3 million on $47 million and 
the second year was $4 million on $60 million ? 

Mr. Rosin. Yes. 

In 1944, with $73 million of sales, $4,800,000 earnings after taxes. 

In 1945, with approximately $69 million, approximately $4 million 

in profits. 

In 1946, $64 million of sales, $3,200,000 in earnings. 

In 1947, with $75 million of sales, $3,300,000 in pr rofits. 

In 1948, with $90 million in sales, $8,600,000 in profits. 

In 1949 with $80 million in sales, $3 million in profits. 

Senator Dirksen. $80 million and $3 million ? 

Mr. Rupr. Yes. That was the pre-Korean slump, I believe. We 
had an industrial slump in that period. 

In 1950, $95 million, with $7 million in profits, 

In 1951, with $99,500,000, $4,500,000. 

Senator Dirksen. That is probably their lowest ratio point, 1951, 
nearly $100 million in sales and $4.4 million in net? 

Mr. Rusty. Yes. 

Senator Dirksen. There must be some reason for it. I assume 
that these are standard products that are manufactured mainly by 
specialized industries. Certainly there is competition, but the average 
person looking at that balance sheet for 1951 would say “There is 
something wrong,” so the question is, what is wrong? 

Therefore, my first query is, Are they losing expert technical help 
that puts them in the position of disadvantage in a competitive 
market ? 

Mr. Rusty. That is a partial reason for the year 1951. Another 
significant reason is the fact that the General Aniline Works division, 
the largest division, is dependent primarily on the textile industry 
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for its business, or the soft-goods business. That business, you will 
recall, Senator, suffered a severe slump for a little over a year. 

Senator Dirksen. Of course, the gross sales have gone up. 

Mr. Rupr. That is right. W ell, the excess- profits tax came in 
then, too. The profits before taxes was $12 million on the $99 million. 

Senator Dirksen. What was the aggregate of taxes paid that year? 

Mr. Rustin. $7.6 million. 

Senator Dirksen. What is the capital position of General Aniline 
& Film at the present time? That would include not only capital 
and reserves, but in connection with that I think you ought to tell us 
something about its source of money. I just assume that an operation 
that is in the hands of the Government, whose future is rather uncer- 
tain, is not quite in the same position that a well-managed private 
enterprise would be in, pushing a note through the bank window and 
saying, “I need some money.” 

Mr. Rusty. They have the confidence of the Metropolitan Life In- 
surance Co. which, at the end of 1951, had advanced them $30 million 
on a long-term note. 

Senator Dirksen. At the end of 1951? 

Mr. Rusrn. Yes. 

Senator Dirksen. And that was how much, did you say ? 

Mr. Rusty. Thirty million dollars. 

To round out the capital picture, as of December 31, 1951, the cor- 
poration had total assets of $116 million and a net worth of $86,375,000. 

Senator Burier. Was that unsecured paper, that $30 million backed 
by credit ? 

Mr. Rusty. There are certain restrictions placed on the company 
with respect to dividends, officers’ salaries, and so forth. 

Senator Dirksen. Other than that there is really no security that it 
can offer. It certainly cannot offer a lien on personal or real property 
under present circumstances? 

Mr. Rusry. If they were going to mortgage all their plants I am 
quite sure they would have to consult with the Director of our Office, 
or the Attorney General. 

Senator Burrer. And they could not get it anyhow without regard 
to the claimants ? 

Senator Dirksen. I was going to say: How would you determine 
the priority of claims with these suits filed ? 

Mr. Scuiezincer. They could not float a new issue of some type to 
bring in extra capital which would in any way cut down the equity in 
the corporation of the vested stock. 

Senator Dirksen. They have not issued any securities of long term 
of any kind, have they, since they have been under the supervision of 
your office ? 

Mr. Rupr. No, sir; they have no new equity capital and they have 
not issued any debt securities. This is a loan from the Metropolitan. 

Senator Burter. They are just unsecured notes ? 

Mr. Rustin. Yes. 

Senator Dirksen. What is the present inventory position, if you 
have any information on it? 

Mr. Ronin. Here again the corporation each year, sometime around 
March 1, sends an annual report to stoc kholders. We are always 
reluctant to make public its earnings until the company has had an 
opportunity to advise its stockholders, that is, make its earnings known 
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or its balance sheet. I do not have the audited figures for the year 
end, but I have here an 11-month figure, and an earnings figure, not yet 
verified, for the full year, which, if you like, I would ‘rather give you 
in executive session at this point. 

Senator Burier. Can you tell me whether or not the insurance com- 
pany has anybody on the board ? 

Mr. Rusin. No; not tomy knowledge. 

Senator Burier. They do not have anybody there then? 

Mr. Rupr. No. 

Senator Butter. How much does the company owe them net? 

Mr. Rupr. Our 1951 obligation was $30 million. I think we may 
be required to pay off about 2 or 3 million a year, so it may have been 
reduced by that. 

Mr. Narrn. Mr. Rubin, then it is only possible for the company 
to borrow money; it cannot, as Senator Butler stated, receive any 
equity capital to finance any additional operations, and in that sense it 
is In a noncompetitive position with respect to Du Pont, Eastman Ko- 
dak, and its other competitors; where they can expand their facilities, 
General Aniline & Film is at a standstill; is it not? 

Mr. Rusry. It can only do it through borrowed capital or through 
retained earnings. 

Mr. Nairn. Are you retaining the earnings in this corporation, or 
paying them out in the way of dividends? 

Mr. Rusty. A certain portion is retained and a certain portion is 
paid in dividends. 

Mr. Nairn. How much has been paid in dividends? 

Mr. Rustin. Since when? 

Mr. Naren. Since the vesting. 

Mr. Rupr. I don’t think I can give you that complete picture. 

Mr. Naren. Is it an annual policy to pay the dividend, or is the 
policy not to pay the dividend? 

Mr. Rusty. The policy is to pay a dividend whenever possible. 

Senator Butter. Some years you had to, under the revenue laws, 

Mr. Rusty. Since 1942, and that is from 1942 through 1950, I 
would imagine, the company paid $8 million in dividends to this Office. 
That would be 97 percent. 

Mr. Natrn. Have the minority stockholders ever taken an active 
position with respect to the operation of the business by the Govern- 
ment through the vested shares and if so what has this position 
been ? 

Mr. Rusty. I don’t understand your question. 

Mr. Narrn. Well, there are minority stockholders? 

Mr. Rustin. Yes, sir. 

Mr. Natrn. The Government did not vest all the stock. What is 
the position of these minority stockholders with respect to Govern- 
ment operation? Have they generally approved what has been done, 
or have they disapproved ‘it? Have the *y expressed an opinion as 
to whether they would like to have the company returned to private 
ownership? Have they been active or inactive? 

Mr. Rusty. They have been very strongly urging that the company 
be returned to private ownership. 

Senator Dirxsen. Do the minority stockholders make representa- 
tions to your Office or not? 
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Mr. Rosin. We receive letters and at the annual meeting we get 
quite a group of them who make statements. 

Senator Dirksen. Have they complained about the management of 
the company ¢ 

Mr. Rusty. No, sir; they have complained about the continued 
Government ownership. 

Senator Dirksen. i there some concern about the well-being of 
the company as a going operation now ¢ 

Mr. Rupiy. The principal criticism seems to be directed at the 
continued Government ownership. 

Senator Dirksen. There is a letter, of course, that Mr. Frye sent, 
in which he expresses some real concern. I see no point in going 
into the letter as of this moment; we will save it for some future 
time. 

However, he saw the possibility of more aggressive competition 
developing in that same field that might have a material effect upon 
the future well-being of this company. 

Mr. Rustin. | think we are in for some increased European com- 
petition, Senator. 

Senator Dirksen. Does top management—and by that I mean the 
officers and members of the board of directors—have some background 
and some competence in the field of the manufacturer of industrial 
chemicals, and dyestuffs ? 

Has Mr. F rye ever had any experience in this field ? 

Mr. Rosin. To my knowledge, no sir, Senator. 

Senator Dirksen. Is it one of your responsibilities to appraise the 
competency and the skill of management, inasmuch as you are really 
the owner of the property and are primarily responsible for its 
operation ? 

Mr. Rusty. When you say “you,” I assume you mean the Office? 

Senator Dirksen. That is correct. 

Mr. Rusty. Yes, sir. I must again repeat at this point that this 
has always been the case, that each Custodian and each Director has 
always taken the greatest interest. I know as a matter of fact in recent 
years, whoever the Director has been, he has made it a point to attend 
as many board meetings as possible, or as his duties will permit him 
to attend. 

Sentor Dirksen. What are the labor relations in the plants now ? 

Mr. Rusty. We have just emerged from a bad strike situation in 
the company’s plant in up-State New York, at Rensselear. It had a 
4-month strike which I am glad to say has been concluded. 

The plants, I believe, are unionized. I think we have both the 
A. F. of L. and the CIO. 

Senator Dirksen. You do subscribe to the basic thesis that as the 
statute stands today, with some litigation pending and its injunctive 
provision in the law, you could not under any circumstance dispose 
of this property unless there was first legislative relief? 

Mr. Rupr. On advice of counsel, I would say that is correct; 
yes, sir. 

Senator Dirksen. Is that correct? 

Mr. Scuuezincer. That is my opinion. 

Senator Burier. And, as I understand it, counsel has some real 
doubts about whether we could give that relief, constitutionally ? 
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Mr. Scuuezincer. I did not mean to say that I have real doubt, but 
I do think that there is a constitutional issue that the committee would 
have to consider. 

Senator Dirksen. I think at this moment we will suspend, because 
of some commitments that must be kept, and at some future date, not 
too far in the future, Mr. Rubin, we will ask you to come back, so 
that we can further pursue this matter. 

Mr. Rusrn. Thank you, sir. 

Senator Dirksen. I cannot tell you definitely what day it will be. 

Mr. Nairn. The 5th of March was the day you reserved, Senator. 

Senator Dirksen. | think, Mr. Rubin, we will probably be able to 
resume on this on the 5th of March. 

Mr. Rusrn. Would that be at 10 in the morning, Senator ? 

Senator Dirksen. Unless we notify you otherwise, that will be at 
10 o’clock in the morning. 

(Whereupon, at 3:30 p. m., Friday, February 27, the committee 
recessed, to reconvene at 10 o’clock o. m. on Thursday, March 5, 1953.) 
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THURSDAY, MARCH 5, 1953 


Unitep States SENATE, 
SUBCOMMITTEE ON THE TrRapING WITH 
THE Enemy Acr or THE COMMITTER ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 424 
of the Senate Office Building, Senator Everett M. Dirksen (chairman 
of the subcommittee), presiding. 

Present: Senators Dirksen and Hennings. 

Also present: Edward A. Hayes, chief counsel to the subcommittee ; 
John W. Nairn, counsel to the subcommittee, and William A. Kolar 
and Robert H. Hagan, investigators. 

Senator Dirksen. The committee will come to order. 

We will resume with the Management and Liquidation Branch. 
Before we do, however, I want to note officially for the record that 


Mr. Edward A. Hayes, of Chicago, former national commander of 
the American Legion and attorney and a man who is an outstanding 
one in our community, is with us this morning in the capacity of chief 
counsel for the committee. 

Now, Mr. Nairn, you may proceed. 


TESTIMONY OF LEWIS E. RUBIN, CHIEF, MANAGEMENT AND LIQUI- 
DATION BRANCH, OFFICE OF ALIEN PROPERTY, DEPARTMENT 
OF JUSTICE, ACCOMPANIED BY JULIUS SCHLEZINGER, CHIEF, 
LEGAL AND LEGISLATIVE SECTION, OFFICE OF THE DIRECTOR; 
PAUL LICHLYTER, CHIEF, PATENT SECTION; AND CLARENCE 
SMITH, CHIEF, REAL AND PERSONAL PROPERTY SECTION, OFFICE 
OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE—Resumed 


Mr. Naren. Mr. Rubin, the estimate for the fiscal year ended June 
30, 1953, for the budget of the Office of Alien Property allots $1,423,- 
222 to the Management and Liquidation Branch out of a total budget 
of $3,900,000 for all of the office. We note that that is a substantial 
portion, but we also note that in the annual report of the Office of 
Alien Property for the fiscal year ended June 30, 1951, on page 15, 
a chart which lists the cash income on property vested, classified by 
type of property, March 11, 1942, to June 30, 1951, there are certain 
other expenses which are charged against vested property noted as 
conservatory and administrative expenses and direct expenses not 
allocated to specific types of property. I would like you to explain 
for the benefit of the committee the nature of these charges in addition 

307 





308 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


to the million and a half dollars you require to operate the Manage- 
ment and Liquidation Branch. 

Mr. Rustin. We do not allocate the expenses. Those are allocated 
by the Comptroller’s Branch. What we do is submit time reports 
with each pay period, if possible, to designate the time spent on each 
particular vested asset. Expenses such as my sal: ay or other admin- 
istrative personnel and overall level section chiefs would go into 
general administrative expenses. Further than that, I would not have 
any information. The computations are made in the Comptroller’s 
Branch. 

Mr. Nairn. I fail to understand the distinction between the million 
and a half dollars which you use to operate your Management and 
Liquidation Branch and these conservatory expenses charged against 
the vested properties. It would seem to me that you are making a 
double charge here. Do we have a business enterprise such as General 
Aniline & Film Corp. paying ordinary taxes and then a deduction of 
20 percent on top of that, which you indicated the other day to be a 
conservatory charge, as a rule 

Mr. Rupr. I did not. 

Mr. Naren. Against that business. 

Mr. Rusty. I didn’t make such a statement, siz 

Mr. Narrn. What is this 20 percent ? 

Mr. Rusry. First, on the million and a half, that is not entirely the 
Management and Liquidation Branch. As I understand it, the budget 
officer prepared that. That includes the services of the complete 
Comptroller’s Branch, a substantial portion of the Legal and Legisla- 
tive Section in the Office of the Director, it includes filing services and 
other administrative services allocated. The Management and 
Liquidation Branch has a total of 57 persons in Washington out of a 
total of about 550 in the entire agency. 

Mr. Naren. And yet the budget states that this is for the Manage- 
ment and Liquidation Branch. That is what I want to clear up for the 
record. You have a million and a half dollars allocated to that 
branch. What is the necessity for that lumping of that together ? 

Mr. Rupr. It is not the branch, but I think it is overall services. 

Mr. Scuiezincer. Mr. Chairman, if I may, I believe Mr. Rubin is 
not familiar with the budget, and, of course, I am not too familiar 
with it either, since it is handled by our budget officer and these mat- 
ters are largely handled by the Comptroller. But I believe I am more 
familiar than Mr. Rubin and can possibly explain some of those 
things. 

First, with respect to the 20 percent, that has nothing to do with the 
budget. As you know, all expenses of the Office of Alien Property for 
the entire period from the time the Office first started, let us say with 
Pearl Harbor, until it closes some day in the future, are born ‘out of 
vested property and do not come out of appropriations. In order to 
meet those expenses, a sum of money is set aside by the Comptroller 
called the administrative expense account. 

Senator Dirxsen. You mean the Comptroller. 

Mr. Scuiezincer. That is right. That consists of 20 percent of 
each enemy account as distinguished from nonenemy. In other words, 
on the nonenemy accounts, the property that goes back, let us say, to 
the Frenchman, none of the administrative expenses of the office come 
out of that property. He gets back the property that was taken from 
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him, but the total World War II administrative expenses come out of 
a fund accumulated out of 20 percent of each of the enemy properties. 
Let us say we have a German account with $100,000 in it taken from a 
man in Munich. Twenty percent of that $100,000 is set aside to go into 
the total pot out of which World War II administrative expenses will 
come. That 20 percent really has nothing to do with what Congress 
authorizes us to spend. Congress sets a ceiling each year, let us say, a 
budget of $3,500,000 for Alien Property for the fiscal year. That is 
our ceiling. That is all we can spend for Mr. Rubin’s salary, for 
everything else that takes place. But the $3,500,000 is spent out of 
this 20 percent pot. That is where the money comes from. So there 
is no inconsistency, there is no overlapping. One sets up the fund, 
the other is an authorization to spend out of that fund. 

Now, I think that will explain the 20 percent pot. 

Secondly, with respect to the Management and Liquidation item in 
the budget, I believe there was an error in the interim report. The 
interim report indicated that this sum of about $1,500,000, which was 
more than one-third of the entire budget of the office, was allocated 
to the Management and Liquidation Branch. That is not true. The 
budget of the Office of Alien Property as submitted to the Budget 
Bureau, as submitted to Congress and as approved by Congress is 
allocated not on a branch or section basis but on a function basis, on 
an activities basis. 

The entire budget is divided into three activities. The three activi- 
ties are called management and liquidation, claims, and litigation. 

Now, that management and liquidation activity which gets the 
largest single part of the budget, a sum of close to $1,500,000, covers 
100 percent of the expense of the Management and Liquidation 
Branch, almost the entire expense of the Comptroller’s Branch, a 
substantial—— 

Senator Dirksen. You say “almost the entire expense.” 

Mr. Scuieztneer. You see, other branches that deal with more 
than one function, their work is allocated. For instance, the Comp- 
troller’s Branch would have some of its budget allocated to claims, 
some to litigation, but the vast majority to management and liquida- 
tion. 

It will include most of the budget, I would say, a very substantial 
part of the budget of the Inter-Custodial and Property Branch. It 
would include, for instance, our small Legal and Legislative Section. 
I believe half of our budget is allocated to the management and liqui- 
dation activity. So the actual payroll of each branch or section is 
broken down percentagewise on the basis of an estimate of the per- 
centage of time spent on each of those three activities. 

Now, of course, the entire budget of the Claims Branch comes out 
of the claims activity, and the entire budget of the hearing examiners 
would be part of the claims activity. But the management and 
liquidation activity, which covers the entire acquisition of property, 
first, its vesting, second, the taking of it into possession through the 
Property Section of the Inter-Custodial and Property Branch, the 
setting up of all the accounts, the management of the property, and 
so on, including all investigations with respect to it, is something 
far bigger than the Management and Liquidation Branch, and its 
penens of course, is far in excess of double the budget of this particular 

ranch. 
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Senator Dirksen. So, to summarize, just to get the picture clear, 
there is a pot out of which the amount that is prescribed as a ceiling 
in the annual budget is taken. 

Mr. Scuiezincer. That is right, sir. 

Senator Dirksen. You do not spend any more than the amount 
which the budget and Congress finally determine ? 

Mr. Scutezincer. That is right. 

Senator Dirksen. In round figures about $3,500,000 a yea 

Mr. Scutezincer. It has varied through the years. 

Senator Dirksen. I know that, but I am taking round figures. 

Mr. Scuiezincer. Yes. 

Senator Dirksen. So that for no purpose are there any expenditures 
made by the Alien Property Office in excess of the ceiling that has 
been prescribed in the budget as approved ¢ 

Mr. Scuiezincer. Pardon me, I should draw this distinction: 
there are certain other expenditures because of the nature of the 
Alien Property activity. 

s . , : °4: 

Senator Dirksen. You mean over and above the ceiling? 

Mr. Scuiezincer. That are not included in the ceiling. There are 
expenditures which, under, I believe, a request of the Senate Appro- 
priations Committee made at some time or other, are reported an- 
nually to Congress, which are called direct expenses and are outside 
of the budget. Now, as you know, Alien Property is operating prop- 
erties, managing properties, let us say, like an apartment house. That 
apartment house has a roofer called in because the roof needs repair. 
It has the plumber called in. It has the carpenter called in. They 
are the normal business expenses connected with the particular man- 
aged property. Those expenses do not come out of our ceiling. Our 
ceiling covers the normal administrative expenses that a Government 
agency has. The salary of its personnel, the travel expenses, the 
printing and binding, the cost of litigation, that comes out of the 
ceiling. Above and beyond that we report to Congress annually on 
the so-called direct expenses which are directly allocable to the prop- 
erty and which are not part of our governmental administrative ex- 
penses of the type that I have ts alked about. Where the particular 
property is res vested, that is, title is in the United States, so it is the 
United States that is hiring, for example, a carpenter, the cost of the 
carpenter is allocated to the property as a direct expense. 

Senator Dirksen. Are those carried on a property account basis 
for each indiv idu: il property or carried in a consolidated form ? 

Mr. Rusry. Each in an account. 

Mr. Scriezincer. The Comptroller would have to explain it, but 
I feel reasonably certain that they are carried on each piece of prop- 
erty. Now, the Comptroller, I a: and I am merely assum- 
ing—must have some method of iit consolidating those because we 
do report annually to the Congress, so they must be picked up at some 
point. 

Senator Dirksen. In addition to possible repairs to a piece of prop- 
erty to see that it is in good condition, and so forth, what other items 
of expense may be charged? Could you charge contract expenses for 
advertising, let us say, or for attorneys’ fees? 

Mr. Rusty. On the property which we have vested, that is, real 
estate, our own people defend any actions against them. That would 
come out of administrative expenses. The corporations, of course, pay 
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their own expenses out of their own earnings. That appears neither 
in the direct charges nor in the administrative expense. 

As another example of direct charges we are required by law on 
all vested real estate to pay local taxes, which we do, out of the earn- 
ings, or out of any cash we may have vested with the property. 

Senator Dirksen. Well, I am interested in that account. Now, 
do you not have an account in your office showing what those ex- 
penditures are that are charged to each individual property ? 

Mr. Scuveztnerr. I would think that would be with the Comp- 
troller 

Senator Dirxsen. I wonder if you cannot submit that so we can 
get some estimate of what that picture is like. 

Mr. Scuieztncer. Let me look into it and see what is available in 
the Washington office. I am sure there are full and complete ac- 
counts, but, as you know, the Comptroller is in New York. 

(The material referred to follows :) 


OFFICE OF ALIEN PROPERTY—DEPARTMENT OF JUSTICE 


Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance or disposition of vested 
properties, July 1, 1951, to June 30, 1952 


Federal income taxes and interest thereon ‘ _... $926, 336. 02 
Philippine vested property expense (see separate sc schedule) __ én 121, 795. 45 
Fees and commissions on sales of property__.---~-- es 76, 887. 72 
Inheritance and estate taxes - 52, 566. 21 
Merchandise and raw material pure hases_ : 49, 915. O8 
Legal fees and expenses wd bth btcindipetantlen hin witeiele bs , 47, 600. 41 
Printing and binding__...___-_- we ; ia : 39, 368, 14 
Personal services_— = eee lid “ 38, 224. 10 
Real estate taxes___-- ; aie eal 37, 891. 00 
Accounting and auditing fees and expenses ; 36, 097. 48 
Appraisal fees and expenses tie . - 21, 576. 72 
Repairs and maintenance i jiibeeeudh 18, 424. 21 
Advertising___. sited biveteassinls b 14, 097. 49 
Financial counsel service__- , cicadas 10, 000. 00 
Stock registration and filing fees ans 7 iam adi 7, 796. 80 
Property management fees_ ecieee eect ee 041. 60 
Fuel hi is 5, 683. 75 
Fire and othe ‘r insurance on real and personal " 5, 656. 37 
Rents and storage charges____._-___-~_ 7 ws 960. 58 
i | | sinc eels , 447.13 
Supplies, m: tel rials and equipme Reet cen 790. 74 
Water- cas , ini sie joie 507. 04 
Miscellaneous expense. ee eae x 538. 13 
Interest On mortgages on vested propertie s and on. other 
obligations_____- ‘ = pat diapineiine , 428. 75 
—_ itions of oil and gas well leases 2, 244. 71 
Sales and use tax__.__-__- - . eset i 2, 110. 82 
Communication services 4 Smeets ne , 847. 
Gas and electricity oi nes J aan icincleapead ean , OO. 
Payroll taxes ste i ache , O89, Ff 
Operation of orange and olive. groves . inl aaa 983. 2 
Title search__- ; aoa a : , 615. 
Court costs and fees : = aiid leads eases ; 544. 
Surveying-_- ai ‘ — : O11. 
Recording fees____- melas thabuew 206. 56 
Photostats___-__- ‘ ; : 133. ! 
Prevesting custody ‘and safe ‘keeping fees ee 105. 
Transportation of things_.__----- side . “ 95. § 


Total ciara : ; spisds ities Sy ae 
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Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance or disposition of vested 
properties, July 1, 1951, to June 30, 1952—Continued 


Less: Payments received from purchasers of vested shares of stock 
in the corporations listed below in reimbursement of certain 
expenses incurred by the Attorney General in connection with 
the public offering and sale of such stock: 
Jetter & Scheerer Products, Inc____- pesca $1, 500. 00 
Ferd. Mulhens, Inc a ; , 1, 500. 0O 
J. M. Lehmann Co., Inc 3 Pelli ee a Me 5, 500. OO 
Schering Corp : “ 89, 100. OO 
Less: Reimbursement from Elly Coal Co. for expenses 
its behalf in prior year ; see al 17, 568. 19 
Total 
Total net expenses 


Statement of nonadministrative expenses related to Philippine vested property, 
July 1, 1951, to June 30, 1952 


Expenses allocated to specific vested properties : 

Rehabilitation and maintenance__- : line $786. ¢ 
Protection of properties____- Ses saan y 752. 
Taxes on vested properties _____ ae ; 206. 5 
Advertising = dbase 3 ‘“ 663.8 
Commissions on sales atcmeatiennssa pete tanta mas =e 745. 95 
Registration and publication___- eae 741. 
Legal salaries and expenses , " 5 adele cater’ 4 707. 
Claim committee salaries and expenses “ ; _.. 10, 040. § 
Operation and management salaries and expenses 13 5, 551. 
Charges of Office of Alien Property against Philippine vested 

property fund____--_- z salts ctirtnicalilck ; 784. 
Utility services ; ; . 99. 2¢ 
Miscellaneous expenses. aaah . sicsenntietl 19. 


Total allocated expenses__ 


Expenses not allocated to vested properties : 
Personal services... _-—- 
Living allowances ____- 
TRAE Qin sf 
Transportation of things. s 
Communication services 
Rents and utility services__- 
Printing and binding 
Other contractual services_ pits 
Supplies and materials_____- ; : ; 1, 050. 
Equipment __-_ oo & wii . an 141. 


Total unallocated expenses____~- sie eae 75, 694. 


Total Philippine expenses , 121, 795. 
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Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of vested 
properties, July 1, 1959, to June 30, 1951 


Federal income taxes and interest thereon__-_ Sai . $1, 092, 157. 
Personal services___- abctesiebtces ictal 54, 243. ¢ 
lees and commissions on sales of property om ; 47, T79. 
Real estate taxes___- : : " 43, 331. 
Merchandise and raw "materi: ‘al pure hi aSeS___ a 23 37, 703. 
Legal fees and expenses___- “ power ‘ ; 80, 345. ! 
Travel —_ we acl aoe te - Fae 20, 418. - 
Inheritance and ‘esti ite taxes___ ; “ 20, 317.5 
Repairs and maintenance : Bike 14, 819. 63 
State and Territorial income taxes_-_ —- ; , 14, 418. 20 
Advertising _- : =e anes ; 2, 997. 92 
Appraisal fees and expel NE ccinaas menaeiaes seaiity anata , 829. 26 
Accounting and auditing fees and expenses ve a : , 388. 91 
Operation of orange and olive groves____~- 9, 398. 66 
Rents and storage charges__- a ; ; ; § 850. 09 
Supplies, materials and equipment__ ao : : , 456. 75 
Property management fees , 766. 28 
Fire and other insurance on real and personal property. , 760, 46 
Miscellaneous expense__-_- erie ; as - 3, 690. 35 
Water __-- a ee oes sues ; 3, 502. 33 
Operation of oil and gas leases__- — ; : 3, 124, 42 
= csiepegemntineisidinentcactaiaeiea ; Saialed * 3, 063. 938 
Communication services ; . 2, 462. 13 
Perec. CRN <n nne ae ‘ neta ics 688. 41 
interest on mortgages on vested properties and on other 
tions__ a es. kan heeakel 1, 608. 40 
Gas and electric ity. : + seenentaee } 103, 82 
Miscellaneous taxes_____- wea ‘ 817. 68 
Recording fees._.___ ; ; — 639. 47 
Printing and binding 381. 91 
Prevesting custody and safekeeping fees ; ; 2 271. 67 
Total Leoretaat canes 1, 470, 334. 78 
Less payments received from pure hasers of “vested shares of stock 
in the corporations listed below in reimbursement of certain 
expenses incurred by the Attorney General in connection with 
the public offering and sale of such stock: 
Thorer & Hollender, Inc___-- 
Buffalo Electro-Chemical Co., 


W Ce Oo 


ADNAN 


5, 000. 00 


Total net expenses ° 1, 465, 334. 78 
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PHILIPPINE ALIEN PROPERTY ADMINISTRATION 


Administrative and nonadministrative expenses for the fiscal year ended 
June 30, 1951 


Administrative expenses : 





Personal services and living allowances__.._.____________ $121, 251. 61 
II SU a scart in seinistis eh dinmpsnhdisnvsanndnanabiaidih 21, 328. 61 
ne II RIE cin accdisrmstenecchambibangeaneeeinmmnne dldioad 8, 065. 29 
I = 3, 029. 96 
ee ee aaa anes 1, 101. 20 
II I as cele caine it 6, 815. 87 
I II a 21. 274. 20 
Supplies and materials_______~ scl i ila aa tie iti 3, 258. 48 
ca tea a ee 391. 08 

DOER) REMUDIITREVG GEDCNIIE icine cee netante 186, 516. 25 





II. Nonadministrative expenses : 
Rehabilitation and maintenance: 
Rehabilitation of specific properties repre- 
senting substantial increment in value___ $3, 684. 28 
Maintenance and protection of specific prop- 
CUE aed aiirns Say 
Equipment atts ic ched to structures on vested 
properties___ is nee eee names (od, Oe» GO) 
a 29, 517. 50 
Operation and management: 


CUD, TE a siteinicncienintiintinern ante 39, 462. 44 
Taxes on vested properties : amen 45 a a 
Supplies and utilities_____ esicireineeee.. et aac 
Bank charges on transfer of funds to United 

I ile hekhihten sida dati tinthiititinntliihraid dais idling 9, 559. 40 


Expenses of vesting specific properties and other 
legal expenses: 





— 59, 283. 26 


Investigation salaries and expenses__...... 4,611.05 
Legal salaries, fees and expenses__________ 31, 056. 54 
Registration and publication________---___ 532. 30 


—————__ 36, 199. 89 
Claims costs: 


Claims committee salaries and expenses___. 29, 218. 92 
Philippine Republic aides_____-___.____--__- 9, 271. 47 
—————__ 38, 490. 39 
Expenses of disposal: 
eee 1, 178. 35 
po ee ees 6, 482. 35 


Appraisals and other sales costs__________-~ 2, 785. 33 
—————_ 10, 396. 08 
Debt claims paid in accordance with awards and 
allowances made by the Administration : 
Claims made directly against the Adminis- 
tration as - 5, 549. 8O 


Administration’s portion ‘of debt claims un- 
der joint settlement program with Office 





of Alien Property_- a i aggeieivaeedaid aii 57. 74 
—————— 5, 607. 54 
Total nonadministrative expenses__......_.._.._.. 179, 494. 61 


NotTre.—This report has been prepared by the Office of Alien Property, Department of 
Justice, for and on behalf of the Philippine Alien Property Administration on a basis con- 
sistent with that used by the Administration in its reports for the fiscal years 1949 and 
1950 

Pursuant to Public Law 759, 81st Cong., 2d sess., approved Sept. 6, 1950, and pursuant 
to Executive Order 10254, dated June 15, 1951, the Philippine Alien Property Administra- 
tion was terminated at the close of business on June 29, 1951, and all duties and functions 
formerly performed by the Administration and all property under its control, including 
all files and records, were transferred to the Attorney General of the United States. 
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OFFICE OF ALIEN PROPERTY——-DEPARTMENT OF JUSTICE 


Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of vested 
properties, July 1, 1949 to June 30, 1950 





Federal income taxes and interest thereon__...__......__________ $1, 201, 447. 20 
TG BORE CN I iain reciente nnme wish atiaiiie 119, 415. 2: 
II OO CR seine inn ncmtmenmraniiiiitiniaitiiiial bbe 58, 000. 73 
anc areca aihinenapiniaisimesi endian eaten 54, 726. 67 
er I ic icseciecineosticcientiiatcireneacmrereenspeeesetbiid rien 21, 854. 28 
Nalin enpcsie cnt oie enrasteetscrenrmrinammeaiaininde od 19, 257. 78 
Fees and commissions on sales of property......_.._...________ 17, 257. 38 
Fire and other insurance on real and personal property__..---- 16, 216. 73 
Merchandise and raw material purchases_______________________ 15, 835. 74 
ey I CI ia censtttinsninccmastietinn neti tes 15, 254. 46 
iii ieeietaisietens tin btninaceinmeentiagincateni cicareernnenn ts cits nianan ts Rte 12, 422. 72 
Accounting and auditing fees and expenses iia co cosstcelicspeonctdancatcpbdanlatadedea tapes 9, 178. 25 
Pe SINE TOO icon cu anonnubascconnsnseeeeEn 8, 700. 02 
Operation of Gfalied gt0v@sc 6. ik i Sh a kh cnewse 8, 363. 58 
Apprainal Taee' Ong exponents ses i ede 8, 281. 45 
Supplies Ged. Miagurenissnl cu sl coe eee ds 5, 636. 39 
Inheritance albG Gstate GWROB.. 2166s el ies 5, 601. 80 
aaa entice vate tacerecsnrept pein apts ae tdibcee wh ellen ag eteisaa salsa dba 4, 719. 07 
I anceescnennirucinainiianaailiaipaniainiiaddntNi cater til hohe 4, 533. 00 
NI inn crenncnehictoted ss eee idee ee et ee ciel 4, 152. 76 
8 a ee ee 8, 379. 96 

Interest on mortgages on vested properties and on other obliga- 
cis aliens cinemas iain a stveaban leap aston ite ebb dl islets cata 3, 234. 53 
Cn er Ge I TD I ona cite ik a tn peed naccc eerie 2, 686. 62 
ComeniOh:  WerIeOG so 5 Sia cc ccccccaccoweussonslaieieuds 2, 137. 85 
OC a aaa a acne 1, 786. 76 
State income taxes and interest thereon__-----__._.---__---__- 1, 432. 09 
LARS BEPRTRINS HPOMTOIIG. oo so ee ea i 1, 152. 35 
Prevesting custody and safekeeping fees_.............----._--- 722. 70 
i fe Rae ee ee ee 539. 31 
UN Sn ee ee SS BE ee ae acaraneimeabe en 358. 98 
Sn en SI, I SR Eccanees 250. 00 
en ONUIEE «UI an re ws hia ae ei ae en ea a 204. 43 
iil te a t= a POP PARTE GE ETE i NS ah eR EN TTY 191. 53 
Fees property teeth 3-3 c secede eeeneab eae 133. 35 
IOI sieves wsighselachcasdichcseicntaciasidlmsAni aceieRlaitind adie bia Caccmaa ti tincs 1, 629, 065. 70 


Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of vested 
properties, July 1, 1948, to June 30, 1949 


Federal income taxes and interest thereon_....-....-..--------- $1, 070, 121. 54 
Rie 2006 604 CRON ccnccccencmnnntnnacnneesauhhindcauSs 107, 030. 06 
PGE GOUALG COUOE nnancen cee een de ee 83, 862. 20 
EO rai irainctiieita wihtinedenies etaiblanisndddllimginmmniiemmmmepaatdtailhblesE loa 72, 333. 61 
Accounting and auditing fees and expenses____...------.------- 65, 884. 20 
I NI a es dere ite ance emanitalintsbanian tinal 53, 903. 17 
Fees and commissions on sales of property__..-_----.--_-------- 38, 956. 30 
I Soccikcncensinconedh tdci lined iach ich suie ladle ane innieltnenneenhanepiatagtiliiniiincineavatinn 36, 916. 73 
DETREI THUS BE CU ie cmiittttiimmecwcwnatitithtdtinedis 36, 759. 73 
eats. ONG. MBIRIOMENOS.... no. neiccimnnentusalsnduisldune 17, 739. 32 
Filing and registration fees and expenses......_.....------------ 17, 316. 21 
SET nvcn 2 <\snenacpiocpasiiiaibibiialy natiahadleiantianieaiataninmmanctndents htt 16, 971. 48 
TOGIER, SLOT RMS Gd WEI BATION kid c eemncccouniiite 14, 001. 54 
Merchandise and raw material purchases_____.....---..-------- 13, 457, 29 
PPT y Tm aeemO Int DOO a i icici enti Bb beeses 10, 197. 25 
Interest on mortgages on vested properties and on other obliga- 

III ir siesta cael teeiitindianiieincinhianatanaetAes 7, 686. 04 
Fire and other insurance on real and personal property_-.-.--.--- 7, 375. 43 
UC ORSUICTINS, - COUN .. sctcessancssaslniinalalces emeslaichcnianciienitcn DUI 6, 656. 34 
rs GTN. ROU cc crrgentinctintcerenanctiitneenntlneeialgssiads 6, 104. 97 
STITEITis eensuoc-chetdacscouseectsadacl acide decane at en gnenaaiieedteinainitliaaimeesldl 5, 773. 55 
PUI TONE OUURIINIIND Ts essen cect intieectnesertnenissneenenebieminiiiitcaniodins 5, 672. 70 
Web chtbsinspbtuidcaavsdad re ictencn tonne aenaliglseraaaa aotacraenbaaeaabaeenes 4, 407. 82 


41389—54— pt. 1——-21 
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Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of vested 
properties, July 1, 1948, to June 30, 1949—Continued 


State income taxes and interest thereon_____-__- a “ 2, 740. 39 
Communication services___- ; "2. 655. 59 
Recording and transfer fees__- i _ 1, 686. 42 
Payroll taxes and interest thereon___- — 1, 578. 57 
oo OC 1, 364. 06 
Life insurance premiums_ aeacernninn . 1, 162. 62 
Estate taxes_.-__- nai 1, 116. 33 
Personal property taxes 959. 69 
Oy Cre Wari a aici tk o wttismeceweebiiatiinlbinn 667. 44 
Laundry--_--_-_-- 449. 72 
Transportation of things_ =e . en db lcidlea 194. 19 
Equipment purchases_-_ 


Total__- 


Less payments received, from purchasers of vested shares of stock 
in the corporations listed below, as reimbursement of certain 
expenses, included above, which were incurred by the Attorney 
General in connection with the public offering and sale of such 
stock: 
American Bosch Corp 85, 000. 00 
North American Rayon Corp. and Ameri ican Bemberg Corp__- 65, 000. 00 
Rohm & Haas Co-_-- ie icuiad seis sates 15, 000. 00 
Haywood Chemical Works (i ie ee batted 2, 500. 00 


Total____- =a Ptccsctceshe ee 
Total net expenses__ ae inti ~asheviaiataommmeidann +4 “1, 546, 387. 50 


Disbursments for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of vested prop- 
erties, July 1, 1947, to June 30, 1948 


Income taxes and interest thereon $242, 331. 01 
Personal services____-~- 78, 4438. 86 
Real estate taxes 71, 914. 31 
Fees and commissions on sales____ a 34, 823. 43 
Merchandise and raw material purchas 34, 074. 10 
Legal fees and expenses 26, 402. 70 
Travel_--.- ; 16, 297. 16 
Accounting auditing fees 15, 989. 77 
ke ge gg SL ee ec es A 15, 483. 48 
I icieisicentsinsnsomigsinnisnse 15, 072. 
Interest on mortgages on vested properties and on other obligations_ 13, 483. 
Advertising 12, 875. 
Property management fees.__..._..._----__- 11, 898. 
Fire and other insurance on real and personal property_________-___ 8, 582. 3 
Supplies and materials 8, 519. 
PORENOR OCB oii ne ce eennehiini ence aaitntsn atte iah tite deity 7, 226. 
Fuel __ eee 6, 703. 
Miscellaneous expenses 5, 899. 
Water ee : 4, O85. 2 
Communic ation at attain nnaniaeciannncesnesncinicctcennininened emia cil Eat te teal 2, 303. 
oa taxes and interest thereon 2, 104. 

ife i i 1,173 


Franc site aceite testrtertenineencnsinadiendsamiaimmmmntnnt tea ties aan Lies tsa, " 65 58. 
Photostating 582. 
Recording and transfer fees 507. 
Printing and binding 325. 
Equipment purchases 282. 7 
Personal property taxes 209. 
ee ae 202. 
Automobile insurance 163. 
ee CRN inane elieticiciiererearensiniisesstciieuntsttialiieieniaiy 


Total 








19. 04 
26. 84 
03. 71 
99. 07 

5. 20 
03. 07 
04. 63 
73, 81 
142. 04 
358. 86 
582. 47 
907. 71 
325. 89 
282. 76 
209. 47 
202. 04 
163. 00 
111. 90 
874. 59 
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vested properties, July 1, 1946, to June 30, 1947 


as Ta aeaersseicbicsitlp tells ddan ae iincilenleapiaeta aaa 
Fs IE TR itinkinn tice once cinemniceeadieepiiseneiamens 
Accounting and auditing fees and expenses_._....-.--..-.---... 
Merchandise and raw material purchases___-.-_--_---_-----_--.. 
Cine CHD OF BI ake nit cditiibitdniemebacwdiineden 
ATOGA ME). COCK GING. CEBU iis cntnnn qeinhuinntinnitibnciilippaibnn 
Pine: G60 CLES? INSRFARCS OF DTODSTCT —nnencicccnnccsceedtccncseouneel 
a NE “III I nc ss dares esl sn impact eT 
Fe a Actlccbtvsdndncttiniabtnegiadiiileesaitiigiaredsiphietaasaitaiapaiiseaiadiasehdipiaiimaiimale titles a a 
Sil aia d itl icsesnen eb sinsevon sinistral tlic sei tease aiiniaeaeeitliiatitaialaet aintaiakemaiiel 
AGRON, COTES. GIEG. CEIIES OT COR orn ctiemtecotesdentinmninnie 
ee ee ee 
Income taxes and interest thereon 

Advertising 




















































Interest on mortgages on vested properties and on other obligations_ 
ORONO ESOR. OE: COND i seedinn cece retest citi canine tatiana 
re ee ace torihnse-sSistnietees ili clientele tineiemmils Altace cbanaaiiacntes dite 
CURRIE RN nereriiiece etherratinicetennbemreaticiatintaditiinddtindanttn 
EOE: I viens cca ceins tt cbntciccbeittitciead cnt adiily tdiiiaimeniatie 
EERE NEE RRROT IOI acct td dae cncitinaiblinncdniindbitmnnaiais 
Fuel 


Ae i ea hnescdatacceemrcliiran edceruatetaDapeitieanestiselioneelianakcliinediaiastiinidib indiana canialtteta 
Payroll taxes and interest thereon 


CR IG No. en ts cies etnies nteeiniitn sevednitciidadiatibes 
Purchases of furniture and equipment.______...--_-----.--...__. 
TN TION UNIS GU aos iorsisins cscnihlaincinbidienininisthlimnlnidiltbimaeitisiiaisivaabii 
PERS SEE DG SOR enincmindadeniiohnnteandiie 
FT EOD I a cei eieccerccantinnentntersniinrnenstintaiicitpinininepeinlaiicas 
CORTE VURGRERIE TO0G BOE CRONIN. ck nc ei cewetinsewnwmnsnnsi 
REISE. SR ion tater ecitsiininciitinsninisidialibhitdnibiapbibmtiet ls 
I BING: COG icant aceiectes nescence dincindbdeiaililidlndianitais 
| Ee 
PROGRES OG: COANOEES BON ne cnetnntinmmennintadn ied 
ATED. TIN oan inte ccictidepinisimaepaiitiitinctitmntmnitibdmsla dade 
I ia cite icici sans attic iseiccatlilateiscih tsatachithinlatannieniianstpabealala lan: 
Personal property taxes 























































































Total 


506, 958. 88 


act 317 


Disbursements for necessary cxrpenses of a nonadministrative nature directly 
related to the protection, operation, maintenance or disposition of particular 


$89, 594. 45 
76, 271. 99 
43, 866. 14 
43, 741. 64 
34, 643. 00 
29, 746. 97 
16,898. 28 
16, 802. 27 
16, 217. 32 
15, 116. 62 
14, 557. 78 
12, 814. 02 
12, 769. 93 
12, 347. 56 

8, 363. 82 
7, 539. 54 
7, 500. 00 
7, 306. 60 
6, 991. 30 
6, 787. 91 
5, 590. 61 
5, 122. 84 
4, 000. 81 
2, 629. 56 
2, 508. 60 
2, 400. 00 
1, 335. 53 
903. 21 
569. 85 
557.12 
451. 97 
342. 70 
337. 42 
147. 00 
120. 44 
64. 0S 












Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of particular 
properties vested by the Alien Property Custodian, July 1, 1945, to June 30, 1946 








Auditing and accounting fees and expenses_____.-_-.--.------.-._ 
er aaa isl a ata ab sin eas i dail 
ERS CARES BIG IDDOPORE, CONOR ao citcien cine meciceinnwmtnemnntl 
a I CN a ara cate cuitdereseresint aiamcsacenciinnsedegendiaeead 
Merchandise and raw material purchases___...._.-....-----.--_. 
Sn GURNEE) WRIIIIEIIIN: 2. isis 2s ctssietnsaesah peebuldbetllines heoenceapenanding ten Oibantaommtdll 
NET RII sce encascscnibecitnatliains sb imi titel ine neath aie iae Me 


PET ANID IEREEET SNOT IONOU 4... s cdi a eeietintitiinaiicnbsandmieeen rien iniiermtnigahlies 























I ictal cota nick ih nicl incised hasan eating onceneinadadiicninihanntiaed Delite 
ST Sis cline intpb dss reiseabiba avi tainilieaaiiaitia emda demaiicameel 
IE Ta IIS I iat ricer akc dainnniseniinizaiecsteniaiiipaitnn linia miemciniiaiail 
IE QUIRED GUID. SUI, cinch ahem thie eanteenelnimesiae 


PPG MRA GUNG, WE in an ctccpeuithntaenadingengewigngdinaens 
Meek) petaee: Care a i i lsd Le 















































Interest on mortgages on vested properties and other obligations___ 
CREED . POD OIOI 5 dn tecnico nncidinnepeteeibeiepetntegiiatiiathinggigittpii nice 
Fuel 











$93, 622. 86 
86, 831. 28 
65, 794. 92 
54, 652, 90 
42, 508. 67 
29, 507. 39 
28, 051. 98 
25, 464. 52 
23, 211. 84 
19, 579. 93 
18, 558. 56 
16, 769. 92 
15, 581. 34 
15, 548. 46 
15, 487. 24 
10, 480, 70 
9, 840. 14 
6, 900. 00 

6, 731. 25 
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Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of particular 
properties vested by the Alien Property Custodian, July 1, 1945, to June 30, 
1946—Continued 


Repairs 21. 09 
Expenses of special meetings of board of directors of American 
Potash & Chemical Corp . 33 
. 50 
Stock registration and qualification fees . 05 
Appraisal fees . 20 
Communication services_ 328. 07 
Casualty insurance 379. 42 
Payroll taxes .10 
Life insurance premiums 57. 06 
Persona: preperty -taxes...<.=.<..<=..=... Zi 
Miscellaneous taxes . 63 


- 91 


. 60 
Less payment received from purchasers of vested shares in 
American Potash & Chemical Corp. to cover certain expenses, in- 
cluded above, incurred by the Custodian in the sale of the shares. 90,000.00 


Total net expense 539, 247. 60 


Disbursements for necessary expenses of a nonadministrative nature directly 
related to the protection, operation, maintenance, or disposition of particular 
properties vested by the Alien Property Custodian, July 1, 1944, to June 30, 
1945 


ee i sarees cs cic ichterts cn tnns cnititiitisantcinitanial all BA ten ae $63, 382. 35 
I A ediralpere neni clichine eimntatneinamnmmnaldicd tepdaatld bain bade 48, 561. 68 
I A ET TO ii ctcctecinrineseorsenencimmmmantqnealab bible ail 30, 905. 42 
Advertising 26, 609. 
NI lain cnn cle inn a os taaaatanapaccntl eta Abaibdedblthe 24, 489. 
aN OG acct asics ts esi ann meric st tora 24, 350. 
IRD GUNN TO ins ccs eat ceive ellis aa added 19, 390. 
Be I LI eo resccricrnicsraenannnnninininnan issih enainn aasnpNneasedemennnaabe 17, 733. 
Interest on morgtgages on vested properties and on other obliga- 
es 
Property management fees liaise tanec en aban careiaanianmapmmoapens imine 14, 108. 
Legal fees and expens 13, O82. 
Miscellaneous expense 12, 305. 5 
Fees re custom duty NO Ate deiest. wie 11, 722. 
ROR Rae od a tia iee nd cies ca debe bdibntibbtnnies 11, 664. 67 
ET i Sica ant aman ianciics ninghiamniplghciiiegnianes aise tidinviattin 10, 812. 14 
a 9, 044. 58 
7, 806. 85 
‘ 6, 954. 68 
U pecaiahe ment taxes SSG CES NSALEKS Ns nea eeen eee eeageiae 4, 651. 89 
a nN ala 2 en ch akan wlnenchrercnneenaanescommeneaitoenipnisnan 3, 879. 14 
Transportation of things 3, 751. 88 
Dione ONG MROTINiGsaccss eee nn encores 2, 738. 57 
Coen NN = oo eC EE Cen ce sanbaaeaearenmanmensnapeliomamine 2. 485. 49 
Purchases of furniture and equipment 2, 394. 28 
Printing and binding 1, 526. 45 
Game icn on - ser victRcccicsiic neces ne we owes cntiwncwnctions 638. 13 


Mr. Naren. Mr. Rubin, do you know how much you actually have 
in your branch to work with? Do you know that? 

Mr. Rusty. The amount of money? 

Mr. Nairn. Yes; that is right. 

Mr. Rustin. No. 
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Mr. Natrn. How can you operate your Branch efficiently when you 
do not know how much you have to use? 

Mr. Rustin. I know how many people have been allocated to me and 
the number of persons I will have. 

Mr. Natrn. They allocate it by persons and not by amount? 

Mr. Rustin. That is right. 

Mr. Narrn. As the Chief of the Branch you have no discretion to 
take a certain sum of money and expend it as you see fit? 

Mr. Rusty. No, sir. 

Mr. Naren. They merely tell you you are going to have X people 
to do this job? 

Mr. Rusry. That is right. 

Mr. Narrn. Does the New York office in any way come under your 
jurisdiction ? 

Mr. Rusrn. In the New York office there are personnel in the New 
York office assigned to the manager of that office who perform func- 
tions for the Management and Liquidation Branch. 

Mr. Narrn. Is Mr. Lamude of the New York office actually respon- 
sible to you or is he another official on a par level with your operation 
here in Washington? 

Mr. Rusty. In certain aspects, he is on a level with me, and in other 
aspects he reports to me. ‘That is, if I want a function done in New 
York, I request it of the manager of the office. He arranges for 
its performance. 

Mr. Nartrn. Does he duplicate your service in New York? Does he 
do the same thing up there that you do down here? 

Mr. Rupr. No, sir. He deals exclusively with cases in his area. 

Mr. Narn. And you deal with cases not in his area ? 

Mr. Rustin. Not in his area, and also the top-level cases in his area. 

Mr. Nairn. So you do duplicate him in top-level cases, you do not 
duplicate him but you supplement him in others, but he is actually 
doing the same thing you are, so you have two chiefs of the Manage- 
ment and Liquidation Branc h, one up in New York and one down her re? 

Mr. Ruin. We do not. The final decision on those matters is with 
me on Management and Liquidation Branches or with the Director. 

Mr. Natrn. Yet you say Mr. Lamude is not under you, and I fail 
to understand that. 

Mr. Rupr. For functions aside from management and liquidation 
he is not under me. 

Mr. Narrn. But for the management and liquidation functions he is? 

Mr. Rosin. He is. 

Mr. Nairn. You refer to the matter of taxes as a specific charge on 
vested properties. I have here a letter dated February 9, 1953, trom 
the City Treasurer and Tax Collector of Long Beach, Calif., addressed 
to the Attorney General with a carbon copy to Senator Dirksen as 
chairman of this subcommittee. ‘The subject is: Alien Property 
Matters in Long Beach, Calif. 


Dear Sir: I am addressing this letter to you in the hope that it will not get 
sidetracked as seems to have happened to some of our communications in the 
past. 

There are in Long Beach five properties held by the Alien Property Office under 
the following vesting orders: Shin Shibata, 3059; Nubuo Nakamura, 3233; Wil- 
helmine Nubel, 4775. 

On one of these all Long Beach city taxes are paid. On the others delinquent 
taxes exist as per the enclosed statements. 
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This delinquency came about through delay of the Alien Property Custodian 
in tendering payment. Penalties for delinquency accrued, which he declined 
to pay, and our city attorney advised me I had no authority to accept the pay- 
ment without the penalty, so payment was not made. 

On several occasions I wrote the then Attorney General, the Alien Property 
Office, and Congressman Clyde Doyle, urging that these properties be liquidated. 
I have before me a bulky pile of correspondence on the subject, including several 
long letters from Deputy Attorneys General and the manager of the San Fran- 
cisco office, endeavoring to justify their position and explaining why the prop- 
erties had not been liquidated. 

But they are still held. 

The purpose of this letter is not so much the collection of the delinquent tax 
as to direct your attention to these small properties which have been held now 
for nearly 8 years. Isn’t that long enough? 


Could you explain the situation there in Long Beach and other 
places which may fall in a similar categor y? 


Mr. Rusty. If you will permit me, I will read our reply to Mr. 
Brejcha. 


Dear Mr. BrescHa: This is in reply to your letter dated February 9, 1953, 
addressed to the Honorable Herbert Brownell, Attorney General, relating to five 
properties located in the city of Long Beach, Calif. It is noted that your crit- 
icism of the handling by this office of these particular parcels of real property 
raise, first, the question of the legality of our tax policy which prohibits the 
payment of interest and penalty on all delinquent taxes which have accrued 
subsequent to the effective date of vesting, and, second, the questions of the 
justification for withholding these vested properties from sale since the vesting 
dates. 

The five parcels of real property involved were acquired under the following 
vesting orders: 

Vesting Order 3059, Yoshio Shibata, effective date March 8, 1944, our vested 
interest was 50 percent, 1 parcel; Vesting Order No. 3233, Nubuo Nakamura, 
effective date of vesting March 28, 1944, percentage of ownership 100 percent, 
number of parcels, 1; No. 4775 vesting order, Wilhelmine Nubel, effective date of 
vesting order, April 1, 1945, 50 percent owner, 3 parcels. 

With respect to the first question which you raised concerning the delinquent 
taxes, there is no tax problem involved on the Shibata property, however, Long 
Beach city taxes for the years 1944, 1945, and 1946 are outstanding against the 
Nakamura property. and the 1946 taxes are outstanding against the Nubel 
parcels. You are advised that from the information contained in your letter as 
supplemented by other information contained in the relevant files of this office, 
it is apparent that you were fully informed that at the time these properties were 
vested this office was not authorized by law to pay taxes on vested property. 
Subsequently, Public Law 671, 79th Congress (50 U. S. C., appendix 36) was 
enacted on August 8, 1946. While this legislation required the Attorney General, 
as successor to the Alien Property Custodian, to pay taxes incident to vested 
property, it was brought to your attention at that time that the taxes which the 
Congress had authorized the Attorney General to pay under this act did not 
include nenalties and interest on taxes accruing subsequent to vesting. See 
section 36 (qd). 

The records of this office reveal that voucher forms, both being dated Decem- 
ber 6, 1946, were processed covering the amount of the Long Beach city taxes in 
question plus interest and penalties up to the aforementioned effective dates of 
the concerned vesting orders. As you may recall, the voucher covering the 
Nakamura parcel in the amount of $38.65 and the voucher covering the vested 
one-half interest in the three Nubel parcels in the amount of $32.39 were both 
certified for payment by you and the United States Treasury checks dated March 
12, 1947, were tendered in payment of these delinquent taxes. However, as 
stated in your letter, payment was then refused for the reason that the city 
attorney had advised that you had no authority to accept the payment without 
interest and penalties. The checks were subsequently returned to this office and 
eanceled. The tax records of this office indicate that all of the subsequent taxes, 
including the year 1952-53, have been paid on all five of the parcels involved. 

The files further reveal that this office had no success in our extended efforts 
to reach an understanding with either you or the city attorney in this matter. 
The position of the city of Long Beach is difficult to understand for the reason 
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that payment was effected by this office for the identical years’ taxes to the Los 
Angeles County collector who, in compliance with the said, public law, waived 
the interest and penalty which had accrued subsequent to the effective date of 
the said vesting orders. However, tax collectors in other municipalities in the 
State of California have complied with this law upon request of this office. 

In the second part of your letter you state “On several occasions I wrote the 
then Attorney General, the Alien Property Office, and Congressman Clyde Doyle, 
urging that these properties be liquidated. I have before me a bulky file of 
correspondence on the subject, including several long letters from Deputy At- 
torneys General and the manager of the San Francisco office, endeavoring to 
justify their position and explaining why the properties had not been liquidated.” 
In this connection, you are advised that the current status of the holdings is 
as follows: 

1. Vesting Order No. 3059, Yoshio Shibata, Title Claim No. 55611 was filed 
by the former owner for the return of the vested one-half interest. The un- 
vested one-half interest is owned by a brother of Yoshio Shibata who is reported 
as being an American citizen. Moreover, this property was held in an escheat 
category until September 21, 1952, pursuant to the alien land law of California. 

2. Vesting Order No. 3233, Nubuo Nakamura, Title Claim No. 6707 was filed 
by the former owner for the return of this property. In deference to the claim- 
ants’ request for the return of the property, the sale thereof has been deferred 
pending adjudication of the title claim. 

3. Vesting Order No. 4775, Wilhelmine Nubel, the quantum of the vested in- 
terest has been involved in litigation in the Superior Court of the State of 
California, in and for the county of Los Angeles. I am sure you will agree 
that this fractional interest should not be offered for sale until the quantum 
thereof is legally established. 

If, after further consideration, the city attorney will now authorize you to 
accept the delinquent taxes without penalty and interest which have accrued 
since the vesting dates, please so advise and we will promptly process new 
vouchers and payment thereof will be effectuated without further delay. I 
trust that the foregoing satisfactorily answers both matters contained in your 
‘etter. If, however, you desire further information in regard to the vested 
properties located in your city, it will be promptly furnished upon request. 

Very truly yours, 
PAUL V. MyRoN,, 
Deputy Director, Office of Alien Property. 


Mr. Natrn. What do you propose to do if he refuses to accept that 
offer for taxes, assuming that the suits are settled and we cannot settle 
the taxes and the city attorney will hold his taxes as a lien against the 
property? Do you have a solution for that? 

Mr. Rupin. Yes, sir. We can sell the property subject to existing 
tax liens. 

Mr. Naren. Then he will receive his taxes? 

Mr. Rusry. That is a matter that the purchaser will iron out with 
the tax collector. 

Mr. Naren. Does this public law with respect to the payment of 
taxes definitely exclude the payment of interest and penalty or is that 
an interpretation placed upon the statute? 

Mr. Scuuezineer. If I may, the law involved is section 36 of the 
Trading With the Enemy Act which authorizes the Alien Property 
Custodian to pay normal taxes incident to the property. Before that 

vas passed, I believe in 1946, there was a doubt as to whether the Alien 
Property Custodian could pay local taxes, because normally, of course, 
the Federal Government does not pay local taxes on Federal property, 
and property vested by the Alien Property Custodian is property of 
the United States, and therefore not subject to State and local taxes. 
Congress, however, amended the law to authorize payment of those 
taxes. It has been held, and we have uniformly taken the position, 
that that amendment does not include any right to pay penalties on 
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this tax claim against the United States. And I suppose if there is 
anything fairly well settled in law it is the fact that the Federal Gov- 
ernment does not pay penalties on claims against the United States 
or pay interest on claims against the United States unless specifically 
authorized by Congress to do so. 

There is nosuch authorization. That provision has caused the Alien 
Property Custodian very little trouble. Since 1946 we have been pay- 
ing the local taxes without any questions of penalty or interest in every 
part of the United States, in all parts of the State of California, with- 
out any difficulty whatsoever. 

Now, in the vast operations of the Office of Alien Property with all 
the property it has across the United States, there, of course, are a few 
isolated cases where a local official is raising the question. Apparently 
this one has. 

The most interesting part of this case is that on the identical prop- 
erty the county has accepted the taxes, the county of Los Angeles, even 
though the city of Long Beach has not, and with the identical question 
involved insofar as any of the local laws are concerned. I believe 
every other community in the State of California has been accepting 
taxes. 

Senator Hennrnos. Mr. Chairman? 

Senator Dirksen. Senator Hennings. 

Senator Hennines. May I ask counsel, is this matter the subject of 
some concern or doubt as to the tax situation ? 

Mr. Narrn. No, Senator. 

Senator Hennrinos. I thought that law was well settled. 

Mr. Natrn. The concern we had has been to clear up certain in- 
quiries which have been directed to the subcommittee and this was one 
of several which we had on the subject, and we just chose that to high- 
light the problem as presented. When one of these men such as this 
man in California raised this question he has created public interest 
in his city, at least over the question of whether these properties have 
been held for 8 years needlessly and the taxes have not bora paid, 

Senator Henninos. That would be another question. But as to 
the Federal Government being: 

Mr. Narrn. Liable for the penalties 

Senator Henninos. Liable under the law for penalties, I thought 
there was no question about that. 

Thank you. 

Mr. Narrn. No. 

Mr. Rubin, the other day we discussed Karl Lieberknecht and I 
asked you some questions with regard to a schedule of delivery. Sena- 
tor Wiley addressed a letter in February of 1952 to the Attorney Gen- 
eral requesting some information on Lieberknecht in which he stated 
that in the immediate postwar period, late 1945, 1946, and 1947, the 
matter of delivery of full-fashioned hosiery knitting machines was of 


tremendous consequence in view of the vast built-up demand during 
the war years. 


In this connection I would like to secure from the Karl Lieberknecht company 
a complete statement as to (a) the total of deliveries of such machines actually 
made to individual companies or private individuals on specific dates during 
that period; and (0b) the total sum involved for each company; (c) the address 
of the company and the name of the principal involved. 
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Further, it was reported that there was considerable deviation as regards 
delivery of machines from the original schedule agreed to by representatives of 
the hosiery industry with the Office of Alien Property. 

Last week you could not answer a similar question which I directed 
to you, although at the time this request was directed by Senator Wiley 
you were then head of the Management and Liquidation Branch and 
you certainly must have had this letter called to your attention. We 
have had 6 days since the last hearing. I wonder if you can clarify that 
in any way? 

Mr. Rusty. First, the question of the Senator’s letter was not re- 
ferred to me for answer. Letters from Senator Wiley went from the 
Director to the Legal Branch. I now have the information that you 
requested. It was completed late last night. 

Mr. Naren. Are there any deviations trom the schedule in that—— 

Mr. Rusty. I would like to read you a statement on that, if I may. 

Senator Dirksen. How long is the statement ? 

Mr. Ruin. Well, either that or I could insert it in the record. 

Senator Dirxsen. I thought it could be inserted. 

Mr. Rusrn. The management informs me there were no deviations— 

Senator Dirksen. Why not summarize the statement and insert it. 

Mr. Rustin. We have been informed by the management that there 
were no deviations from the schedule except for those purchasers who 
did not wish to accept delivery at the time it became due, and also for 
a surplus of machines produced over and above the scheduled require- 
ments. There is no information in our office that any complaints by 
persons on the schedule were received that they had been discriminated 
against. 

We have here a schedule submitted by the management of the sched- 
uled deliveries, together with another schedule of deliveries, and then 
we have combined them both in a schedule which indicates the delivery 
data, as the date actually when delivery was made, and I would like 
to submit that. 

Senator Dirksen. Very well. 

(The information referred to is as follows :) 


Kart LIEBERKNECHT, INC.—STATEMENT RELATIVE TO CONTRACT CANCELATION BY 
ALIEN PROPERTY CUSTODIAN ON FEBRUARY 25, 1946, By SPECIAL OrpER No. 14 


In 1945 it was determined to sell the vested stock in Kalio, Inc., and Karl Lie- 
berknecht, Inc. A prospectus, dated December 26, 1946, was published and the 
stock was advertised for public sale by sealed bids to be opened on February 14, 
1946. At that time Lieberknecht was in the process of reconversion to peacetime 
production of hosiery knitting machinery. A contract had been entered into on 
December 29, 1943, with Charles Chipman & Sons for 150 machines, the terms 
of which contract provided that no more than 40 percent of any month’s pro- 
duction need be delivered to Chipman. This fact was set forth in the prospectus. 

However, between January 7 and February 6, 1946, the company, without the 
consent or knowledge of the Alien Property Custodian, executed 28 contracts for 
the production and delivery of hosiery knitting machinery. These contracts, to- 
gether with the Chipman contract, would have preempted the entire productive 
capacity through 1947. 

At this time the company was operating under authorizations from the Cus- 
todian permitting transactions “deemed to be necessary in the normal conduct of 
your business activities.” Oral instructions had also been given to inform the Cus- 
todian of any changes which might occur prior to the sale and which would affect 
the accuracy of the statements in the prospectus. However, the Custodian did 
not learn of the contracts entered into between January 7 and February 6, 1946, 
until a few days before the sale. 
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These occurrences affected the value of the property to some of the prospective 
purchasers. Inasmuch as the prospectus had stated that no more than 40 per- 
cent of production capacity was committed, it was deemed necessary to postpone 
the sale. 

After consideration of the situation, the Custodian issued Special Order No. 
14, dated February 25, 1946, nullifying, voiding, and abrogating the 28 contracts, 
prohibiting their performance by Lieberknecht and directing it to return any 
payments made under the contracts. Before the Custodian could institute action 
for a declaratory judgment to establish the validity of Special Order No. 14, 
the Nolde & Horst Co., one of the 28 purchasers whose contracts had been can- 
celed, filed suit against the Custodian and Karl Lieberknecht to set aside Special 
Order No. 14 and to enjoin the Custodian from selling his interest in Lieber- 
knecht. Other parties to the canceled contracts also threatened suit. 

Subsequently, the Custodian invited the purchasers whose contracts had been 
voided to a conference in Washington on May 6, 1946. As a result of the con- 
ference a committee of hosiery manufacturers was appointed to cooperate with 
the Custodian and the company’s management in working out a schedule which 
would equitably distribute the delivery of machines among the old customers and 
others who, for various reasons, were found to be entitled to machines. 

Under the distribution and delivery schedule worked out by this committee, 
Charles Chipman & Sons agreed to permit reduction of its percentage of pro- 
duction from 40 to 30 presents. The remainder of the estimated preduction for 
1946, 1947, and part of 1948 was allocated to persons determined by the Custodian, 
the committee and management to be entitled to machines. The schedule was ap- 
proved by all parties and the Custodian authorized the company to enter into 
contracts necessary to carry it out. 

The suit begun by Nolde & Horst Co. was withdrawn on June 13, 1946. A suit 
by Wiscasset Mills, Inc., for specific performance of a contract entered into with 
Karl Lieberknecht, Inc., in 1941 was compromised and deliveries were made to 
Wiscasset Mills, Inc., at a rate faster than contemplated by the schedule. This 
compromise was possible due to the fact that production had increased more 
rapidly than anticipated. 

The schedule as initially worked cut called for completion of deliveries during 
the third quarter of 1948, but due to increased production, it was completed in 
April 1948. Anticipating this, the company was permitted in July and August 
1947 to accept provisional contracts for machines providing for deliveries after 
completion of the original schedule. A schedule was set up for these contracts 
allocating production from April 1948 until the beginning of 1951 which was ad- 
hered to without change. Thereafter, conditions in the industry made allocation 
unnecessary. 

There are attached hereto the following: 

(1) Copy of certified original schedule of allocated deliveries as agreed upon 
by Alien Property Custodian, industry committee, Karl Lieberknecht, Inc., and 
Charles Chipman & Sons (marked “Exhibit 1’’). 

(2) Table of actual deliveires prepared from records of Karl Lieberknecht, 
Inc. (marked “Exhibit 2”). 

(3) Table consolidating and comparing exhibits 1 and 2 (marked “Exhibit 3”). 

The company has advised that deviations from the schedule of deliveries to 
the firms listed thereon were made only at the request of these firms in order 
to defer deliveries at a later date. 

As of the end of 1942, the year prior to vesting, Karl Lieberknecht, Inc., had 
a net worth of $417,214. As of December 31, 1945, which was approximately the 
time the sale of the vested shares was announced, the company had a net worth 
of $744,931. As of November 30, 1952, the company had a net worth of $6,391,726. 

During the time the shares of the company have been held by the Office the 
company has paid dividends in the amount of $2,223,325 of which $1,101,680 was 
received directly by the Office and $237,343.75 was received by a wholly owned 
company, Kalio, Inc. In addition to this, the company redeemed all of its out- 
standing preferred stock at a total cost of $255,000 of which the Office received 
$102,000. 


Mr. Naren. Mr. Rubin, could you also submit for the record a 
schedule of business done by Karl Lieberknecht in the last 7 years, 
that is, from 1946, since the first offer of sale, and a breakdown of the 
business into the knitting-machine business and such war production 
as the company may have entered into since 1950? In answer to a 
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question I addressed to you last week you stated that the pe of 
this corporation continued to be good. However, I would like to 
have a statement as to the war work and knitting-machine business. 
If we had disposed of this company back in 1946 when it was a going 
knitting-machine business I still maintain that the price receive 
would have been substantial, whereas, today, you base your earnings 
upon the fact that this plant is now engaged in war work. 

Mr. Rusrn. May I make a statement on that, Senator? 

Senator Dirksen. Yes. 

Mr. Rupr. As of the end of 1942, the year prior to vesting, Karl 
Lieberknecht, Inc., had a net worth of $417,214. As of December 31, 
1945, which was approximately the time the sale was contemplated, 
the company had a net worth of $744,931. As of November 30, 1952, 
the company had a net worth of $6,391,726. You will note that the 
difference between December 31, 1945, when the sale was announced, 
was $744,000 as against $6,391,000 approximately today. 

Further, during the time the shares of the company have been held 
by the Office the company has paid dividends in the amount of 
$2,223,325, of which $1,101,680 was received directly by the Office, 
and $237,343.75 was received by a wholly owned company, Kalio, Inc. 
In addition to this, the company redeemed all of its outstanding 
preferred stock at a total cost of $255,000, of which the Office received 
$102,000. 

Mr. Naren. That leads to another question: All you have done there 
is recite in the record the efforts of a successful operation of a business 
by the Government, but we are interested in the disposal of these 
businesses, not in the operation of the business. You seek to justify 
the retention and not the sale in 1946 by reciting profits and an accrual 
of profits, in a corporation which was engaged in the production of a 
very easily sold product during those years. I do not think that it 
was ever contemplated that the Government should engage in private 
industry. Your answer to my question is not satisfactory to me at all. 

I concede that the net worth of this business has increased. The 
net worth of General Aniline has increased. But the interest the 
committee has: Why have these properties not been disposed of? 
Now, the answer, the immediate answer you give to that is that there 
isa 9 (a) suit pending against this company. 

I go back to 1946 and ask you why the management officials or the 
Office of Alien Property permitted this corporation to get into such 
a fix with its affairs when they were supposed to be supervising the 
management that a sale which had been prepared, and at which there 
were numerous interested bidders, was called off, simply because some- 
one down there failed to exercise this supervisory control which you 
have outlined to us and allowed Mr. Friedman, the president of the 
company, to contract away the output of the plant. Rnd I know that 
the answers have never been forthcoming to Senator Wiley in his 
request of a year ago, nor has the staff of the subcommittee been satis- 
fied as to why the management officials in your Office, with directors on 
the board—what do these directors do? Do they report back to you and 
tell you what is going on in these companies, or do these men that you 
put in there just go ahead as they see fit and do what they want with- 
out any control by your Office ? 

Mr. Rusrn. Well, I would like to take that up in order. The figures 
I furnished you were in connection with the statement about the com- 
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pany could have been sold for more at the time, but that is not our 
justification for nonsale of the company. Now, the problem with the 
allocation of the machines arose in 1943 at which time, of course, I 
had no direct knowledge of the affairs of this company. 

When this thing did dev elop, when we got ready for sale, the hue 
and cry raised by the hosiery manufacturers was such that the sale 
had to be suspended. When the schedule was set up, Mr. Markham, 
the Coustodian, in response to the pleas of the industry who were 
afraid that a sale to private industry might disrupt the schedule and 
possibly or them out of business, promised them that at least for his 
tenure, although he would make no commitments for his successor, 
he would withhold the matter from sale. The Office continued to 
operate the company during the pendency of the schedule. 

In the meantime, a title claim was filed, I believe in 1947, and we 
had every indication that a section 9 suit would be filed thereafter, 
and one was shortly filed thereafter. 

Senator Dirxsen. Refresh me now on your plans for disposition 
of thiscompany. That 9 (a) suit is still pending? 

Mr. Rusrn. As I informed you at our last meeting, Senator, dur- 
ing this summer I spent practically 2 whole days with counsel for the 
plaintiff. We went all through the operations of the company and 
urged very strongly that the company should be sold. It was under- 
going a high pe: ak of earnings, and we furnished him a considerable 
number of "figures. He promised to take those back to his clients in 
Switzerland and report back. I have not heard from him since. 

If I may go on further, if and when we can sell this, we will un- 
doubtedly “sell this in the same manner that we did Sc thering Corp. 
We will probably register the shares and make a public offering by 
prospectus. 

Mr. Hayes. Mr. Chairman, may I ask a question? 

Senator Dirksen. Yes. 

Mr. Hayes. You have four directors of that company who are 
associates of yours? 

Mr. Rusty. Only one is an office employee. 

Mr. Hayes. But four of them are selected by you or others asso- 
ciated with your office ? 

Mr. Rusty. That is right, sir. 

Mr. Hayes. That is 4 out of 7, is it not? 

Mr. Rusty. Yes, sir. 

Mr. Hayes. Can you give this committee through those employees 
of yours, or that employee of yours, the total dollar volume which has 
been done by that company since it has been under your direction? 

Mr. Rusrn. Well, I cannot give that from memory, sir. 

Mr. Hayes. I know, but can you get it for us? 

Mr. Rustin. Oh, yes. 

Mr. Hares. And can you differentiate between the income dollars 
derived from the sale of knitting machines, and the dollar volume 
derived from war work by that company ? 

Mr. Rusrn. I will refer to management and let you know. 

Mr. Hayes. And will you put it in the record at this point, please? 

Mr. Rustin. Yes, sir. 

(The information referred to is as follows :) 
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Mr. Naren. Mr. Rubin, you were on the board of directors of 
Greenpoint Coal Docks at the time Harold Horowitz received his fee 
of $17,500 for successful results in litigation for this corporation, 
were you not? 

Mr. Rusty. I may have been. I don’t recall specifically. If the 
records indicate it, then I was. 

Mr. Narrn. Do you remember any discussion by the board of 
directors with respect to this payment of this fee to Horowitz? 

Mr. Rupr. Yes. 

Senator Hrennincs. Where is that company? Down in Long 
Island ? 

Mr. Narrn. Across from New York City. 

Mr. Rusty. In the Greenpoint section of Brooklyn. 

Mr. Naren. Directly across the river. 

Senator Henntnos. Horowitz, I take it, isa New York lawyer? 

Mr. Narrn. That is right. 

What was the discussion of the board of directors with respect to 
the retention of Horowitz as attorney to represent the corporation 
and what was their discussion with respect to the payment of this 
fee which he asked ? 

Mr. Rustin. The discussion among the board was, as I recall it, that 
the company was faced with this cancellation of the option. It was 
decided to refer the matter to the Director for his advice and counsel. 
The matter was referred to the Director and, as far as we know, Mr. 
Horowitz was suggested as counsel. 

Mr. Natrn. Did you discuss the advisability of this suit or did 
you just decide as directors that this was too tough for you to handle 
and you asked the Director to decide it for you? 

Mr. Rustin. We placed the whole matter before the Director point- 
ing out that the cancellation of the option, if permitted to stand, 
might destroy an asset of the company. 

Mr. Natrn. Did you, as the board of directors, or as a director, 
determine that there was a considerable value in this option to pur- 
chase, and, if so, how did you arrive at that conclusion ? 

Mr. Rusrn. It is my recollection at the time that some approaches 
had been made to us to purchase that land, and the amounts quoted— 
there was no definite offer—appeared to be in excess of the option 
price. 

Mr. Natrn. But you say you remember there was no definite offer 
for the property ? 

Mr. Rusin. No. 

Mr. Narrn. This was speculation. Did you hold directors’ meet- 
ings as such and consider this problem ? 

Mr. Rupr. I didn’t attend very many of the meetings because the 
meetings were usually held in New York, and the remainder of the 
board was in New York, but I received full reports on them. 

Mr. Natrn. Then what purpose was served by having you on the 
boards of directors of these corporations when you could not go to the 
meetings and understand the affairs of the company other than to 
have a report made by the other directors? 

Mr. Rusty. The press of other work, after I was appointed, had 
precluded me from attending. When the decision was made that 
we were going to settle the question of the option and then sell, we 
saw no need to make any changes. 
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Mr. Natrn. I notice that you are on the board of 4 or 5 corpora- 
tions at the present time. Is the press of your work today so great 
that you cannot pay attention to the business of these cor porations? 

Mr. Rvsin. I only recall one that 1 now serve on. 

Mr. Nairn. How many have you served on? 

Mr. Rusty. I have served on a number of them. When I took 
over the Management and Liquidation Branch I think I gave up all 
but one. 

Mr. Naren. But at the time you were on the Greenpoint Coal Docks 
you were not the Director of the Management and Liquidation 
Branch? 

Mr. Rusiy. No, sir. 

Mr. Nairn. Did you ever go to a directors’ meeting of the Green- 
point Coal Docks? 

Mr. Rupwrn. Yes, sir; I can recall at least three. 

Mr. Natrn. Do you recall any discussions among the directors 
themselves, and not the Custodian, as to the payment of a fee to 
Horowitz of $24,000 when the sale price of this entire business was 
only $53,000 ¢ 

Mr. Rusty. Well, one, I don’t think I attended any of the later 
meetings; two, I don’t—we had no knowledge of the sale price at 
the time this question came up 

Mr. Nairn. You had knowledge at the time that some fee was 
paid to Horowitz, that there had been bids for the company that 
were turned down as inadequate. The fee was not paid him until 
after that time. 

Mr. Rupsry. I am not sure of that, Mr. Nairn. As far as I can 
remember, the fee was paid before that, but I would have to check 
that. I don’t remember. 

Senator Hennines. What did Mr. Horowitz do? What were his 
services? Why was he employed ? 

Mr. Rustin. He was employed to defend 

Senator Henninos. By whom? 

Mr. Rusin. By the corporation—to defend an action brought by 
the ng pede 

Mr. Nairn. If you will permit me to interrupt you, Mr. Rubin, he 
was retained not to defend an action, Senator, but to bring an action 
for a declaratory judgment, to establish the validity of an option 
to purchase. This corporation was a coal-operating and distributing 
company. They did not own the property upon which they operated, 
but they had an option to purchase that property. 

Senator Henninos. Under the terms of a lease ? 

Mr. Nairn. Under the terms of a lease. There was some question, 
apparently, as near as the staff has ever been able to ascertain, base«! 
wholly en rumor, and no definite offers of value, that the lessor in- 
tended to break this option because of certain parts of the lease which 
had not been adhered to by the Greenpoint Coal Docks, and someone 
someplace, the officers of Greenpoint, decided to bring an action for 
a declaratory judgment to establish this lease. 

Now, Mr. Rubin, was at that time on the board of directors. 

Senator Hennrinas. And at that time there had been several offers 
for the Noha of this company. 

Mr. Narrn. There had been no offers for the purchase of the com- 
pany. “The Custodian’s Office was then in the process of preparing 











330 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


a prospectus to offer the company for sale. As near as we have been 
able to ascertain, there had never been a direct offer for this property, 
either to the owner of the property or to the Greenpoint Coal Docks. 
The man who was the president of Greenpoint Coal Docks had 
pointed out to the Custodian before the property was vested that it 
was a losing proposition, and he suggested that it be sold immediately. 
It was not sold until 3 or 4 years after vesting. There were no 9 (a) 
suits pending against it, and I felt that Mr. Rubin as a director could 
enlighten the committee. 

Senator Henninos. Please forgive my interrupting. I wanted to 
get knowledge on the employment of Mr. Horowitz. 

Mr. Naren. I still feel, Mr. Rubin, that what I am trying to estab- 
lish here is that the directors of some of these corporations are not 
acting as directors. Are they puppets of the Director of the Office of 
Alien Property, responsible to him, or do they just bring things to him 
and let him decide them? Do they function as a normal board of 
directors ? 

Mr. Rusty. In connection with office employees on the board they 
refer to their superiors all matters of considerable importance. 

Mr. Narrn. Then you exercise no independent judgment as a direc- 
tor of a corporation vested by the Office when you serve as an office 
employee? 

Mr. Rusty. In certain instances, you do. If it is a matter of 
extreme importance and you think it is a matter which the Director 
should decide you bring it to his attention. 

Mr. Narrn. Then, using this case again as a vehicle, your board of 
directors did not discuss this proposition as to whether an action for 
declaratory judgment should be brought, which was an aggressive 
step on the part of this office, to engage in litigation from which an 
attorney in New York received one-half of the entire proceeds of the 
sale of this property? Asa director, you tell me: 

No, I don’t know who picked Mr. Horowitz, the Director picked him, I told the 
Director. 
Is that a normal function of a board of directors ? 

Mr. Rupr. In a board of a company of this size staffed completely 
by office employees, I would say that would be the normal procedure. 

Mr. Naren. In your office? 

Mr. Rusin. That is right. 

Mr. Naren. It would not be the normal procedure in a business 
operation though ? 

Mr. Rusty. A private operation, no. The decision would be with 
the board. However, if there were one principal stockholder, I am 
quite sure the board would discuss that with the principal stockholder. 

Mr. Scuuiezincer. It should be pointed out here that, as I recall, in 
Greenpoint 100 percent of the stock was owned by the Attorney 
General. All members of the board of directors were employees of the 
Office of Alien Property. This is not like one of these outside- 
operated businesses. And all of the directors, I believe, except for Mr. 
Rubin, were in the New York office. And I assume that is where they 
held their directors’ meetings, and so on. 

So that in the case of Greenpoint, as opposed to these large operating 
concerns like Lieberknecht that we have ase discussing, these people, 








ADMINISTRATION OF TRADING WITH THE ENEMY ACT 33] 


employees of the Office, no doubt did refer their matters up through 
channels. 

Senator Dirxsen. It has gotten out of mind with me whether Mr. 
Horowitz was still president of Leica at the time he handled this suit. 
Do you recall ? 

Mr. Rusty. The dates, if I have the dates, I might—yes, I am in- 
formed the answer is yes. 

Senator Dirksen. He wasstill president of Leica at that time? 

Mr. Rusin. That is right. 

Mr. Naren. That leads me into further questions with respect to 
the comeeeantncst of boards of other vested enterprises. You distin- 
guished between a little company and a big company, and you say that 
an outside individual, outside of the Office of Alien Property, can be 
selected to sit on the board of a vested corporation, which is under your 
jurisdiction and management. When do you decide and why do you 
decide that you cannot sit on a board, that you have to go outside, or 
go to the Director and ask him to appoint a director to sit on this 
corporation ¢ 

Mr. Rusin. The decision is made by the Director, as far as we know. 
As I previously stated, when an annual meeting approaches a memo- 
randum is prepared to the Director to refresh his mind that a meeting 
is coming up. We point out who the members of the board are — 
ask for his advice as to what he wants done with the proxy. In many 
instances, the Director will ask that a memorandum or similar memo- 
randum be directed from him to the Attorney General or Deputy 
Attorney General for the same advice. 

Mr. Naren. You have told me that before. That is not an answer 
to my question. I want to know who decided when to ask your Di- 
rector to appoint an officer in a corporation? And when I say an 
officer I mean a director of the corporation. If you have 3 corpora- 
tions under your control, in your branch, and there are 3 directors com- 
ing up in each one of them, A corporation, B corporation and C cor- 
poration, to fill these 9 directorships, do you send all 9 up to the 
Custodian and say, “Here, we need 9 directors,” and he looks at the 
corporation and says. “I will fill 3 of these and you fill the other 6 with 
people in your office.” ? 

Mr. Rusrn. That is about it. As each meeting approaches he is 
advised that a meeting is coming up, and we request his recommenda- 
tions or his directions as to who should go on the board, whether any 
replacements are to be made or whether he has any other nominees 
he wishes placed. In his discretion he may refer to the Attorney 
General or the Deputy. 

Mr. Nairn. I still do not have the answer I am looking for. When 
do you decide to put an office employee on there and when do you 
decide to look for somebody outside to go on the board? 

Mr. Rvsrn. If the Director suggests an office employee we obtain 
one, usually one familiar with the case. 

Mr. Naren. But he makes the initial suggestion in every case? 

Mr. Ruetn. We may on some occasions, when an office employee 
is on the board and he resigns, state to the Director that so and so, 
an office employee, has left our employ and we would like a replace- 
ment. 
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Mr. Nairn. Do these office employees who serve as directors come 
back into your office and discuss the directors’ meetings and financial 
status of these corporations with you? 

Mr. Rusty. Those that are in the Washington office discuss it after 
every meeting, and on occasion in advance of the meeting; those in 
New York send a memorandum of a complete discussion of the meeting 
over and above the minutes. 

Mr. Nairn. Through your boards of directors, Mr. Rubin, you 
employ certain services for these vested enterprises, legal services, 
accounting services, advertising, insurance, public relations, and man- 
agement engineering. Are the employee-directors left with the sole 
discretion in the choice of legal services? 

Mr. Rustin. No, sir. 

Mr. Narrn. Or accounting services. Isn’t that a normal function 
of a business enterprise? 

Mr. Rupsry. Where the Attorney General has a substantial interest 
and a principal service is to be retained, the Director’s attention is 
directed to it before that service is retained. 

Mr. Nartrn. Then we come back to the Director. You are not func- 
tioning in these boards of directors of vested enterprises as a normal 
business board of directors functions. They are merely the eyes and 
the ears of the Office of Alien Property, the Director or the Attorney 
General. They report to him what goes on and he makes the decision 
and not the board. 

Mr. Rusty. In many of the cases, yes; in some cases, no; more lati- 
tude is permitted the board. 

Mr. Naren. I am trying to get at who draws this latitude. Do you 
have some written policy over there? Does he get the choice morsels, 
in other words? If you are going to make a big retainer of $20,000 
a year to some lawyer from a vested corporation do you go to the 
Attorney General and ask him for an appointment, and when it is 
for $10 or $50 to collect a bad debt do you decide that yourself ? 

Mr. Rusin. On minor things we leave that to the discretion of man- 
agement; on major retentions they are referred to the Director. 

Mr. Narrn. Do you know any reason for doing that in this manner? 

Mr. Rupr. Yes, because if it is a sizable function and it requires 
an expenditure of a lot of money, I think the Director should be in- 
formed about it. 

Senator Dirksen. Consider legal services, for instance. To what 
extent do you dictate to the board of a going corporation, if you have 
a substantial interest, how much they should lay out for legal service, 
or whether a request for a fee is proper or not, and whether or not 
special billings of fees are proper? 

Mr. Ruin. The management usually brings to the attention of 
the board the fact that a principal legal service may be required as 
there is a principal lawsuit. He gives us an estimate as to what this 
service may run. Our man on the board in these companies will then 
refer back to Washington. It will be directed to the attention of the 
Director. He will then inform us of the action to be taken. He 
may suggest a name of counsel to be suggested to the board or he may 
say, “Well, tell the management to pick anybody.” 

Senator Dirxsen. Is that true of special billings for fees also? 

Mr. Rusty. I would like to make the distinction here, in General 
Aniline this practice did not prevail. 
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Senator Dirksen. The whole control of that matter, including hir- 
ing and fees, was within their own hands. 

Mr. Rusty. We left a great deal to the board. But I have every 
reason to believe that very many of them were discussed with the 
Director. 

Senator Dirksen. How closely do you audit those afterward ? 

Mr. Rusty. Every appreciable legal fee in any company that we 
have control of is referred to our Legal and Legislative Section to 
review as to reasonableness. 

Senator Henntnos. What do you consider appreciable ? 

Mr. Rustin. There again it would depend upon the size of the cor- 
poration. 

Senator Henntnos. I realize the relationship the fee might bear 
to the amount involved. 

Mr. Rusty. Where somebody is retained to collect a bad debt the 
fee may run $300 or $400. If the fee runs $2,000 or $3,000 I would 
consider it appropriate to refer to the Director. 

Mr. Naren. Mr. Rubin, your job sheet again makes reference to the 
fact that you make recommendations to the Attorney General with 
respect to the retention of services and the increasing of salaries in 
vested enterprises, and my understanding of what you just said here 
is that all you do is tell the Director of a situation and let him make 
the decision. 

Mr. Rusty. That is about it, tell him that a situation has arisen, 
and management advises us that counsel has to be retained. 

Mr. Narrn. Then this job sheet which says you make recommenda- 
tions to and advise the Attorney General concerning the management 
of business enterprises is misleading, is it not? 

Mr. Rustin. No. Up to a certain degree, I have a certain amount 
of discretion; above that, in my discretion, I refer them to the Di- 
rector. 

Mr. Naren. In very minor things, then, you have discretion? 

Mr. Rosin. For example, I may make the recommendation that a 
lawyer is necessary, but I do not pick the person out in these major 
things. If itis a matter to be left to management it stops there. If it is 
a matter that should go higher it goes from me to the Director. 

Senator DirxseNn. Let us take a specific case like Spur, with which 
you are familiar. Exactly what is the relationship of Cecil Sims to 
your Office? 

Mr. Rustin. He was counsel to the company at the time we vested. 
We found no reason to replace him. They don’t run into very excessive 
legal problems. I don’t think his fee 

Senator Dirksen. What identity does he have with your office? 

Mr. Rusty. He has no identity with our office. 

Senator Dirksen. He is only a representative of your office on that 
board ? 

Mr. Rusty. No; he was a member of the board at the time of 
vesting. We have retained him there. He has been familiar with 
the activities of the company, has been counsel for the company for 
many years. 

Senator Dirksen. Had he ever been in OAP? 

Mr. Rusty. Not to my knowledge. 

Senator Dirxsen. The firm of which he is a member was allowed, I 
think, a fee of $1,200 a month, and there are special fees where other 
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matters came on for action from time to time. Now, he is general 
counsel and on the board of Spur, I take it? 

Mr. Rusry. That is right. 

Senator Dirksen. And so he or his own law firm was then allowed 
a retainer of so much per month. 

Mr. Rupr. I don’t remember the exact amount, but I don’t think 
they run very appreciably. . 

Senator Dirksen. What is involved here, as you see—and we ap- 
proach it very dispassionately—is in every case the propriety of 
operations like that, because I try constantly to keep in mind cer- 
tainly this fact, that certainly you do not want the assets dissipated 
when we know they are going into a fund for the benefit of veterans. 
So every dollar that does not rightfully get into that fund would 
necessarily, in the judgment of the committee and in the eyes of the 
law, I think, be not quite what you could consider adequate and 
efficient management of an operation. So that is the whole underlying 
reason for this line of inquiry. In other words, if fees over and above 
what seemed to be adequate fees are allowed it means that ultimately 
the fund will be denied just exactly that much. 

Mr. Rusty. It is not unusual in American industry to have a 
corporation’s counsel on the board. I think the opposite is probably 
true. 

Senator Dirksen. I think that as a general thing that probably 
would be correct. 

Mr. Rupr. That is the practice we follow wherever possible. It is 
a big help on the board, and sometimes we get a little legal advice 
that you a not have to pay for. 

Mr. Scutxezincer. I think we are in complete agreement with you 
on your statement, but I would like to point out with respect to Spur 
just what I know as a matter of knowledge. In the Spur case I don’t 
believe the office has ever changed the management or counsel. It is 
entirely prevesting management and prevesting counsel. The setup 
has not been changed. I don’t think the relationships have been 
changed there since the date of vesting. The president of the com- 
pany is the largest minority stockholder, holding a substantial interest 
in the company and has literally grown up with that business. 

Mr. Natrn. Mr. Schlezinger, in other businesses, when I have dis- 
cussed this same question with members of your staff and asked why 
a counsel was changed when the business was vested, the answer has 
been thrown back at me, “Well, why shouldn’t it have been changed ? 
This was a German company or a Japanese company. The counsel 
who represented this company prior to vesting should have been thrown 
out.” 

I don’t say that is necessarily true, but here we get one answer in 
Spur. I was discussing General Aniline the other day and asked a 
question with respect to the dismissal of counsel for General Aniline 
prior to vesting and I got the answer back, “Why, certainly we got rid 
of him.” 

So we get an equivocating position here. In one it is all right to 
keep them on and one it isn’t. 

Mr. Rusty. In this particular case counsel for the company was not 
obstructive in our investigation of the ownership. Asa matter of fact, 
he was completely cooperative. We had no reason to distrust him. 

Mr. Scuuezincer. As a matter of fact, it has to vary from case to 
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case. The Office of Alien Property came into some pictures where 
the management had long associations with Germans, and in time of 
war it was dangerous or considered dangerous to the national welfare 
to leave him in. The Spur case, where you are running retail gaso- 
line stations, is a totally different situation where you had as manage- 
ment a large minority stockholder who was literally on the outs with 
the German majority stockholders. They had had litigation between 
them. ‘There has been a long internal feud. The management and 
his counsel were on the outs with the German majority stockholder, 
and the management and his counsel helped furnish the Government 
the information upon which the vesting was based. 

Senator Dirksen. Let us look for a moment at the testimony which 
we have on E. Leitz, Inc., which is a distributor of cameras. Mr. 
Kelly was associated with your office and, if my information is correct, 
a month before he left your office he was put on the board of E. Leitz. 
Would that be substantially true ? 

Mr. Rusrn. That is quite some time ago. I would like to— 

Senator Dirksen. That is the situation I think we had in an off-the- 
record proceeding. Now, then, as a member of the board, his com- 
pany, Kelly-Nason, was favored with very substantial advertising con- 
tracts, and certainly to an uninitiated person you would say offhand, 
“Well, it looks like there was considerable favoritism and partiality 
here,” unless there is an-explanation for it. 

Mr. Rupr. As I say, I don’t have it, and I would be—— 

Mr. Nairn. Senator, I have a letter here. After the hearing in 
which this question was raised we contacted E. Leitz. The manage- 
ment now is a private proposition. ‘They bought this company later, 
last August. We asked them about the minutes with respect to the 
retention of the Kelly-Nason advertising firm, and they sent us a copy 
of the minutes which state that at a special meeting of the board of 
directors of E. Leitz in 1948 the following were present: Harold E. 
Horowitz, chairman of the board; John Kelly, the man about whom 
we have talked; Edward J. Chapman; Mathew E. Raftree, who is 
an employee of Alien Property; and C. Gordon Lamude, who is the 
manager of the New York office of Alien Property—and they consti- 
tuted a quorum of the board. 

Upon motion made by Mr. Lamude and seconded by Mr. Kelly, it 
was unanimously resolved that the accounting firm of Thomas F. Han- 
ley & Co. should be appointed to prepare a study of the yearly audit of 
this business. Incidentally, Hanley has audited many vested enter- 
prises. 

Upon motion made by Mr. Raftree, of your office, and seconded by 
Mr. Chapman, and unanimously passed, it was resolved that the ad- 
vertising firm of Kelly-Nason be retained as the advertising agent for 
E. Leitz, Inc. 

I call your attention to the fact that in 1949 the Kelly firm received 
advertising in the total amount of $69,000; in 1950, $98,000; in 1951, 
$170,000, and in 1952, $194,000, and that Mr. Kelly’s fees to his firm 
were the usual agency fee of 15 percent of the total advertising, so 
he would have received a substantial sum; that Mr. Chapman, who was 
the one who seconded the motion made by a member of your office that 
this Kelly-Nason firm be retained, also a member of the board, re- 
ceived legal fees from the same company. The question which is 
raised in our minds is that is not the only case. We can go to others. 
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As to the men who got on these boards of directors, here was a man 
Kelly who had been in the Office of Alien Property, put on the 
board a month before he left, he gets $400,000 worth of advertising 
in 4 years and he gets a 15-percent fee, which is a $60,000 fee to Mr. 
Ke lly in 4 years. “He was well advised to leave the Office of Alien 
P roperty. 

I do know that Mr. Kelly’s firm was a big firm before he —_ 
down to Alien Property, but we wondered, did Mr. Kelly come dow 
to Alien Property so he could get on some of these boards and ins 
crease the business of the Kelly-Nason firm ¢ 

Mr. Chapman, who seconded this nomination for the Kelly-Nason 
firm, in another meeting received retainers from E. Leitz as corpo- 
rate counsel. 

In Ferd Muhlens, Mr. Chapman was on Ferd Muhlens, and so was 
Horowitz. It looks like they all pl ayed each other the great favorite 
when they got on the boards. They made a fine thing out of it. 
That is the question we have in our minds. In this same firm you have 
the firm of Bergson, Adams & Borkland. Mr. Bergson was a former 
attorney general who was in there when these men were appointed 
to the board, and you have led us through the maze of appointments 
of directors to believe that these men were selected by the Director 
of Alien Property who was an assistant attorney general, and that 
he was probably getting his direction from the. Assistant Attorney 
General and the Department of Justice who was Mr. Ford or Mr. 
Bergson. And then Mr. Bergson leaves the office and these same 
men who he put on the board of directors retained his law firm which 
was formed when he left the Department of Justice. It just does 
not look good in the least, and we wonder about it. We wonder 
why you, as the manager of this Management Branch, who are 
charged with the responsibility of looking after the propriety of 
these things, did not say something about it. What did you say 
about this? Do you thing it is right? Do you question it! Have 
you ever brought it to anybody’s attention ¢ 

Mr. Rusti. The authority I have is delegated to me by the Director. 
He may at any time, with or without notice to me, assume that author- 
ity in any specific case. 

Mr. Nairn. Then you pass the buck to the Director? 

Mr. Rusu. I don’t pass the buck to the Director. He may take 
any decision he desires out of my hands. 

Mr. Nam. Have you ever told the Director that you thought this 
was a peculiar setup? Has it ever entered your mind that this was 
unusual ¢ 

Mr. Rustin. The only case I recall at the moment is when I learned 
that the Bergson firm had been appointed, I brought the matter to the 
attention of the Director and he said to me the thing had been ap- 
proved. I later found out from testimony of the former Attorney 
General, J. Howard McGrath, last summer before a congressional 
committee, that he had approved that appointment. 

Mr. Narrn. I know he did state that. Did you know that Harold 
Horowitz, the one I asked about in the Greenpoint coal docks who 
received this fee of $24,000, was a roommate of Herb Bergson at 
college? 

Mr. Rusty. I had heard that. 





(fa 





a 


ADMINISTRATION OF TRADING WITH THE ENEMY ACT 337 


Mr. Nairn. There is another thing that adds up into this picture 
that we are inquiring into. Mr. Horowitz is a roommate of Bergson. 
Bergson is the Assistant Attorney General. You say that the Attor- 
ney General appoints counsel, so you asked him to appoint counsel, 
and he appoints Horowitz, and then Horowitz gets on the board of 
another company, and when Bergson resigns from the Department of 
Justice he gets retained. The web around this fraternity, as it was 

called in here the other d: uy, it seems to me is improper, to say the least. 
It has some cause for inquiry. And I do not understand your job 
sheet which says that you are managing these companies, ‘and you 
tell me that you have never raised the « question except in one case and 
that was in this Bergson case, and that later the Attorney General 
passed on that and said it was all right. I want to know if you 
managed these things? 

Mr. Rusin. That was the one I recall. It is also my recollection, 
when any of those principal things occur, and I had no prior knowl- 
edge, I invariably bring them to the attention of the Director and 
I invariably have been told that yes, he was aware of the situation, 
and it is all right. 

Senator Henninoas. May I ask a question there? 

Mr. Rupr. Yes, sir. 

Senator Hennines. You will forgive my lack of background on 
some of this. I have not been able to get to some of the other 
meetings. 

When you talked to the Director, sir, and he suggests to you that 
everything is all right, or to go ahead and do this or that or the 
other thing, doesn’t he ask you for suggestions or observations or 
your opinion as to what should be done with respect to the employ- 
ment of individuals or firms ¢ 

Mr. Rusty. Yes, he has on occasions, and that is when it is before— 
he will say, “I have been informed by so and so that we need so and 
so. What do you know about it?” I will say, “Let’s get some facts 
on it” and I will present him a memorandum pointing out the facts 
upon which he can base his judgment. So insofar as the actual per- 
sonalities are concerned, I make no recommendations. In the case 
of Leitz, it did need a president. That was referred to him. 

Senator Hennrnes. You make no recommendation ? 

Mr. Rusry. As to personnel on the outside. 

Senator Hennings. You are never asked ? 

Mr. Rusty. No; I am never asked to suggest an attorney or an 
accountant 

Senator Hennineos. The matter is never discussed with you? 

Mr. Rustin. It may be discussed, he may tell me that “We are 
thinking of putting so and so in as president” or “So and so is going 
on the board.” 

Senator Henninos. It would seem to me that in the ordinary course 
of the conduct of your office and its responsibilities that you would 
be asked to express an opinion. 

Mr. Rupr. In certain cases; yes, sir. 

Senator Hennines. Thank you. 

Senator Dirksen. Mr. Rubin, I am very curious about a gentleman 
named Mr. Robert Kramer. Do you know him? 

Mr. Rusty. Can you give me—is he an employee? 
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Senator Dirksen. We are advised that he was once an employee. 

Mr. Scuuezrncer. I believe we have an employee in the New York 
office named Kramer, if that is the—— 

Senator Dirksen. He spells his name K-r-a-m-e-r. We are advised 
also that he has served either as an official or director, sometimes as a 
vice president, sometimes he is president, sometimes probably a super- 
visor, for 101 corporations. Would that be correct? 

Mr. Rupr. It might be. He might be put on for the purpose of 
filling a spot for a company that is in liquidation where you need a 
board to comply with local laws. 

Senator Dirksen. In every case he would be entitled to a Director’s 
fee? 

Mr. Rusry. Office employees receive no directors’ fees. 

Senator Dirksen. What does the record show ? 

Mr. Naren. The record shows that no Directors’ fees are paid to 
office employees of Alien Property, although apparently in some cases, 
in one particular case, Mr. Edelstein, who was then in the Department 
of Justice as an Assistant Attorney General, served as a director of a 
vested corporation and drew Directors’ fees. The other day, in the 
testimony, I believe Mr. Rubin or Mr. Schlezinger drew the distinction 
between the payment of Directors’ fees to employes of the Office of 
Alien Property, and that they did not receive any fees but that cer- 
tain other Government officials who were appointed directors did draw 
the fee. 

Senator Dirksen. Do you know anything about Mr. Kramer, Mr. 
Schlezinger ? 

Mr. Scuuezincer. No, I don’t. I think I have met him, and that 
he is a gray-haired elderly gentleman. I believe these are largely 
liquidation cases which are 100 percent owned by the Office of Alien 
Property and which were immediately placed in liquidation. The 
records are kept by our Comptroller in New York. They are run 
right out of the New York office, and employees of the office staff 
constitute the boards of directors because you have to maintain the 
corporate identity until you can complete the liquidation under New 
York State law or the applicable State law. I believe that would 
be the situation. 

On the directors’ fees, as far as I have been able to tell, in looking 
at the picture, there has never been an employee in the history of the 
Alien Property Custodian’s office, or in the Office of Alien Property 
since it came into the Department of Justice, who has ever received a 
director’s fee for any period of time in which he served as a director 
while an employee of the Office. 

Now, it is conceivable, it may have occurred back some time 10 years 
ago, but as far as I have been able to check, I have never found such 
a case. As far as I know, with respect to the other Government em- 
ployees who are not employees of the Office of Alien Property, the 
only case I have ever heard about—there may be or may not be others, 
but the only case I have heard about is the case that Mr. Nairn brought 
up, where the Assistant Attorney General in New York in charge of 
customs apparently received some fees, some directors’ fees, while serv- 
ing on the board of directors of our Bausch Co. As you know, sub- 
sequent to this, he is now a Federal judge in New York, Judge Edel- 
stein. 
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Although I am not sure, this is my best recollection, because when 
we first learned of it we were surprised—I believe we inquired into 
it and found that he had filled in leave slips from his office in New 
York each time he had gone to a directors’ meeting so that there had 
been no overlapping of the time. But that is the only case I have 
ever heard of. As far as I know—and I have tried to search on that 
question—no employee of the Custodian or the Office of Alien Prop- 
erty, in the entire history of this operation, has ever received a fee. 

Mr. Natrn. However, these men continued to remain on the boards 
and in many instances after they resigned from the Office of Alien 
Property. We have just been discussing Mr. Kelly. He was put on 
the board a month before he left Alien Property. Then he began to 
draw his directors’ fees, and I might assume, just for the sake of dis- 
cussion, that this Mr. Robert Kramer gets himself on the board of 
101 corporations—I realize that that is an unusual situation, and prob- 
ably he was on the board of insolvent businesses 

Mr. Rusty. Mostly. 

Mr. Natrn. But the fact remains that a man can get on the board 
as an office employee and then leave the Office of Alien Property and 
not only draw a director’s fee but he can put himself in a position to 
start drawing other fees, which are the important thing, because we 
are all aware that these directors’ fees are not substantial. 

Senator Dirxsen. Let me ask this: What is the rule of your Office 
with respect to accepting an interest of any kind, whether as a lawyer 
or as a director, in a vested company after they leave your Office? Is 
there a rule under which you operate? 

Mr. Rusrn. There is a present rule which says that all employees 
who resign from the Office should resign their directorships. 

Senator DirKsEN. Do you not have a rule comparable to that in the 
Bureau of Internal Revenue or the Interstate Commerce Commission 
where they are precluded from accepting an interest in a matter pend- 
ing for a period of 2 years after they leave Government service ? 

Mr. Scutezrncer. Yes, Senator. First, there is, of course, the gen- 
eral law applicable to the executive departments. Then there are 
special regulations of the Office of Alien Property covering that ques- 
tion, which essentially boil down to the following: that no attorney 
in the Office can appear before the Office for a period of 2 years after 
he has left on any matter that was pending before it at the time of 
his employment. In addition, he is forever barred—not merely for 2 
years—but forever barred from appearing before the Office in any 
matter that he had any participation in while an employee of the 
Office. For instance, when an attorney who is a former employee of 
the Office comes in representing a claimant he files affidavits, and we 
have a setup by which the affidavit is referred to someone in the Office 
who checks back through the files to see if he had anything to do with 
the vesting of the property, say of the matter in which he is now 
appearing as attorney for a claimant. 

But those rules apply to appearances before the Office of Alien 
Property. They are not applicable to the question of directorships 
on a vested enterprise. 

Senator Dirksen. Well, now, yan Office finally has to put them on 
these directorships, I take it. Say I work in your Office. I may be 
working on Basch & Co. or Spur or General Aniline. And then I 
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decide to leave and I come and say, “Well, look, why don’t you put 
me on the board of Melcher or Leitz, or Lieberknecht. Now, is there 
anything in your rule to prevent me from going on one of those vested 
enterprises if I did not actually handle it in the Office at the time ? 

Mr. Scuiezincer. There is no specific rule on that question. Now, 
as I,understand it—I am trying to recall—there was some sort of a 
directive that came down—I believe from the Acting Attorney Gen- 
eral, possibly during the interregnum a year or so ago—during the 
period in which Mr. Perlman, I believe, was Acting Attorney Gen- 
eral—and that directive has been in force then for close to a year. 
It prohibits for « certain period of time at least any employee of 
the Office of Alien Property being employed by any vested enter- 
prise, being employed or retained, and that would be the present 
regulation. That regulation does not apply to directorships, how- 
ever, which is not an employment, you see, or retention by a vested 
enterprise. 

Senator Henntnes. May we at this point have the regulation placed 
in the record ? 

Senator Dirxsen. I think it would be well. Suppose you supply 
a copy of that directive for inclusion in the record. 

Mr. Scutezincer. Yes, sir. 

(The information referred to is as follows :) 


Excerpts From A MEMORANDUM OF APRIL 17, 1952, To THE DrrEcTOR OF THE OFFICE 
OF ALIEN Property From PHILIP B. PERLMAN, ACTING ATTORNEY GENERAL 


You should direct the enterprises subject to the control of your Office not to 
employ any former Office of Alien Property employee within 2 years after his 
leaving that Office, with a similar restriction as to any employee of the Antitrust 
Division who has worked on alien property matters in conjunction with your 
Office. 

A vested enterprise should not be permitted to retain the services of any former 
Government attorney within 2 years after separation from Government employ, 
where that attorney has participated directly or indirectly in the affairs of that 
enterprise while an employee of the Government. This restriction should also 
apply to former Government attorneys who have exercised administrative author- 
ity over the affairs of your Office. In connection with your existing regulation 
concerning practice in administrative matters before your agency, the same 
restriction will, of course, apply. 

Senator Dirksen. Of course, that would not prevent a former em- 
ployee of the Alien Property Office becoming a director, and as a di- 
rector being in a position where he could vote upon the retention of 
advertising, counsel 

Mr. Scutezincer. I believe that is true, sir. 

Senator Dirxsen. Counsel, the granting of insurance contracts, 
and so forth. 

Mr. Scutrzrcer. I believe there is no rule which prevents a for- 
mer employee from serving as a director on the board of a vested en- 
terprise. I believe there are very few cases of that character. 

Mr. Rupr. I don’t think there are any now. 

Senator Diexsen. Do you not believe there should have been such 
a rule in effect that goes right across the board ? 

Mr. Rusty. Not completely. There is a salutary effect to that, 
Senator. First, let me settle the Kelly matter. Kelly was not a Gov- 
ernment employee in the sense that I am a Government employee or 
my colleagues are. He was a man during the war period who was re- 
cruited from private industry, a man with a substantial income, who 
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came in to help supervise a number of these enterprises. He was a 
well known businessman. 

Senator Dirksen. Was he on leave and served without pay? 

Mr. Rusry. I believe he drew a salary from the Office. 

Senator Dirksen. From your Office? 

Mr. Rosen. From our Office. 

Senator Dmksen. Then of course he was an employee. 

Mr. Rustin. I am trying to distinguish between a person who makes 
Government a career and a person who during a period of national 
emergency or stress offers his services. They do it on a dollar 

Senator Dmxsen. Don’t you think the nub of the question would 
be whether or not he was an employee with access to employee files? 

Mr. Rost. Yes, sir. 

Senator Dirksen. And developing a knowledge of what was in the 
office for such benefit as might accrue to him later? 

Mr. Rustin. He would have access to that information. 

Senator Dirksen. His technical status, whether he was a GS—14 
or GS-9, or profesional, or custodial, would really not enter into this. 

Mr. Rusty. Yes, on that basis, yes. 

Mr. Scutezrneoer. I think you are completely correct there, Sena- 
tor. I think the point Mr. Rubin was going to make was, if I re- 
member clearly about the Kelly case, that he had come in temporarily 
during the war for a short period of time. He had gone into private 
industry and I believe he came on this board several years later. Is 
that not correct? 

Mr. Narrn. He came on the board at the time when he was still an 
employee of the Office of Alien Property. He received $18,000, ap- 
proximately $18,000 in remuneration while he was there, and he was 
designated as special asistant to the Custodian. In fact, he went on 
the board a month before he left. 

Mr. Scutezincer. I am sorry. 

Mr. Narrn. In November. 

Mr. Rusrn. With respect to the other part of my statement, we 
usually put a man on the board who is an analyst, who is familiar 
with the operation of a en company. We think it is well, un- 
til we get a replacement, to retain that man’s know-how in the com- 
pany. “In other cases, there may be a short lapse until the annual 
meeting comes up when the whole board is considered. In those cases 
the Director is usu: lly asked, and he would invariably say “Let him 
stay on until the annual meeting comes and we will consider it at that 
point.” 

Mr. Narry. Are there not a lot of former people still on those 
boards? You cannot be pursuing that with much vigor. Mr. Mark- 
ham is still on the board and Mr. Kelly is still on the board. 

Mr. Rusin. What company—— 

Mr. Narn. Mr. Kelly was on the board when you sold the com- 
pany, a long time after he left the office, 1944 to 1950, 6 years. 

Senator Dixsen. What is the situation with respect to Herman 
Basch? Now, that is still a vested enterprise ? 

Mr. Rusrn. That is right. 

Senator Dirksen. And you still have it*® 

Mr. Rusry. That is right. 

Senator Dir«sen. It has not been sold? 


Mr. Rus. No, sir. 
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Senator Dirxsen. Is it true that Mr. Markham, the former custo- 
dian, is on the board? 

Mr. Rustin. That is right. 

Senator Dirksen. Does he perform any other service, legal or 
otherwise ¢ 

Mr. Rupr. I have no knowledge of him being paid for legal serv- 
ices or otherwise. 

Senator Dirksen. Did anybody in the Alien Property Office sug- 
gest Mr. Markham for this spot on the directorship ? 

Mr. Rusryn. When the complement of the first board was made— 


this was not an early vesting—Mr. Baynton informed me Mr. Mark- 
ham was to go on the board. 

Senator Dirksen. Counsel hands me a list here of this very versatile 
person who almost borders on genius, I would say, who has’ served 
on 100 boards. 

Mr. Rupsrn. Mr. Kramer. 

Senator Dirksen. I see he has served in various capacities, not only 
as a director but as president, sometimes president and treasurer, vice 
president, supervisor, and secretary, and I think at this point it will 
be well to insert in the record at least this evidence of Mr. Kramer’s 
versatility. 

(The information referred to is as follows :) 


KRAMER, ROBERT 


Amerop Travel Service, Inc.—director, treasurer 

Ataka & Co., Ltd.—director, president 

Herman Basch & Co., Inc.—supervisor 

Cedar Swamp Road Realty Corp.—director, president 

Central & Eastern Corp.—director, president 

The Collectors Galleries, Inc.—director, president 

Walter Kitelbach & Co., Inc.—director, secretary 

Z. Horikoshi & Co., Inc.—director, treasurer 

Japan Cotton Co.—director, secretary-treasurer 
Jungmann & Co., Inc.—director, vice president 

North Bergen Realty Co., Inc.—supervisor 

Ocean Land, Inc.—director, president, and treasurer 
Steel Union-Sheet Piling, Inc.—director, president 

Comet Tools, Inc.—director, vice president 

H. F. Ritter & Co., Inc.—director 

American Voith Contact Co., Inc.—director, treasurer 

J. M. Voith Co., Inc.—director, president 

Voith-Schneider Propeller Co., Inc.—director, treasurer 
Atlantic Pacific Trading Corp.—director, officer 

Castle Rayon Corp.—director 

The Cornelius Holding Corp.—director, president 
Katakura Corp.—director 

Knorr Food Products Corp.—director, president 

Roe & Bauer, Inc.—director, president 

Royal Saxon Co., Inc.—director 

Yokohama Nursery Co., Ltd.—director, secretary 
Albeko Shoe Machinery Corp.—director, president 
American Giese Wire Corp.—director, president 
Bauer Type Foundry, Inc.—director, president-treasurer 
Heine & Co.—director, treasurer, president 

Steiner Paper Corp.—director, president, supervisor 
Central Mining & Securities Corp.—director, secretary 
Gunner Italiana Turismo, Ine.—director, treasurer 
G. & W. Heller Co.—director, treasurer 





M. A. Irmischer, Inc.—director, treasurer 
Japan Products Co., Inc.—director, treasurer 
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Byk, Inc.—director, secretary 

Carsch, Ine.—director, treasurer 

Continental Ceramics Corp.—director 

Domestic Fuel Corp.—director 

Ferrostaal, Inc.—director, president 

Godo Match Co., Inc.—director, president 

Gosho Co., Inc.—director, secretary-treasurer 

Gosho Concentration & Compress Co.—director, secretary-treasurer 
Gosho Sales Corp.—director, secretary 

Haruta & Co., Inc.—director 

Heidelberg Printing Machinery Corp.—director 

M. Hensoldt & Sons, Inc.—director, treasurer 

Okura & Co. (trading), Ltd.—director, president 

Orange Petroleum Corp.—director, secretary-treasurer 
Ostram Corp.—director, treasurer 

Nordmark Corp.—director, president 

Pioneer Potash Corp.—director, secretary 

Paul Puttmann, Inc.—director, president 

Rosenthal China Corp.—director, vice president 

Royal Bayreuth-Tharaud Corp.—director, secretary 
Seamless Steel Equipment Corp.—director, president 

J. W. Spear & Sons, Inc.—director, treasurer 

Steffens, Jones & Co., Inc.—director, secretary 

Ufa Films, Inc.—director 

Vogemann-Goudriaan Co., Inc.—director, secretary-treasurer 
Theodor Wille & Co., Inc.—second vice president. 

Theodor Wille & Co., Inc.—director, treasurer 

Yamanaka & Co., Inc.—director, vice president 

Allied Linen Industries, Inc.—director, secretary 

A. V. Publishing Corp.—director, secretary-treasurer 

Joh. Barth & Sohn, Inc.—director, president 

H. Molsen & Co.—director, secretary-treasurer 

Pioneer Import Corp.—director, treasurer 

Simpson Lange & Co., Inc.—director, treasurer 

South Texas Compress Co.—director, secretary-treasurer 
Taiyo Trading Co., Inc.—director, treasurer 

United American Lines, Inc.—president, director 
Westminster Industrial Corp.—director, president 
Williamson Cotton Co.—director, secretary. and treasurer 
Cotton Export Trading Co., Inc.—director, secretary and treasurer 
Kanemiatsu Trading Corp.—director, secretary 

Karl Krause U. 8. Corp.—director, president 

A. W. Lotz, Inc.—director, secretary 

Franz Mayer Studios, Inc.—director, treasurer 
Metropolitan Stevedoring Co., Inc.—director, secretary-treasurer 
The National Seed Co., Inc.—director, president 

Nordmark Chemical Works, Inc.—director, president 
Leipzig, Trade Fair, Inc.—director, president 

Mogi, Momonoi & Co., Inc.—director 

Staple Fiber Corp.—secretary 

Steel Wire Corp.—director, president 

Unterweser Shipping Agency, Inc.—director, treasurer 
Westfalia Separator Co., Inc.—director, treasurer 

Adolff Bobbin Co., Inc.—director, president, and treasurer 
American M. A. N. Corp.—director, secretary 

Fortra, Inc.—director, treasurer 

Holcap Leathers, Inc.—director 

International Mortgage & Investment Corp.—director, treasurer 
K. Mikimoto, Inc.—director 

American Askania Corp.—director, treasurer 

Empire Import & Export Corp.—director, treasurer 

Gunze Silk Corp.—director, treasurer 

Imoto Bros., Inc.—director, secretary 

Takamine Corp.—director, secretary 

Saint-Denis, Kuhlmann, Saint-Calir Dyestuff Corp—director, secretary 
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Senator Dirksen. I would like to have you run over this, Mr. Rubin, 
and just identify for us some of these companies, which were in liqui- 
dation and which were active, where he would have to perform at least 
some service, because I am curious as to how he could get around. 

Mr. Rusin. North Bergen Realty is a wholly owned subsidiary of 
Basch; it really has no function except to collect rent from Basch, 
which occupies its premises. 

Ocean Land, Inc., I think has been completely liquidated. 

Senator D:rxsen. You just run right through it. 

Mr. Rusty. Steel Union Sheet Piling, I think, was a liquidation 
case, 

Comet Tools, Inc., was a small company in liquidation—Comet 
Tools was one that was sold. 

H. F. Ritter, liquidation. 

American Voith Contact Co., liquidation. 

J. M. Voith Co., liquidation. 

Voith-Schneider, liquidation. 

Atlantic-Pacific Trading, liquidation. 

Castle Rayon, liquidation. 

Cornelius Holding, liquidation. 

Katakura—suppose I pick out the ones that are not liquidation. 

Senator Henninos. That would be even faster. 

Senator Dirksen. Would he have any functions with respect to 
those that were in liquidation ? 

Mr. Rupin. He was probably doing liquidation work. His 
corporate functions were very perfunctory. We had to retain some 
corporate entity until we qualified under State law for dissolution of 
the corporation. During that period you have to maintain a board 
of directors. His last act probably would be to sign a dissolution 
order. 

Senator Dirksen. I could understand, well, with respect to his 
directorships, but where he was a president or treasurer or secretary, 
where he had other functions that 

Mr. Rusry. If they were, they were probably of the most minor 
nature, maybe signing the papers to go to the Secretary of State. 

Senator Dirksen. Just hurriedly run through that list and see 
where he would have to give really active service in the interest of the 
Government. 

Mr. Rupsin. In Bauer Type Foundry, he may have at one time. 
There, I don’t know if he went on after it went into liquidation or 
before. It would depend on that. 

Heine & Co., he would have to serve. 

Steiner, he may have served. 

I am sure these were not all at the same time. 

Senator Dirksen. Of that I am sure. 

Mr. Rusty. Except those that I mentioned, the rest were liquida- 
tions. 

Mr. Scuiezincer. Those are really paper companies, Senator, and 
there is no question about it. If an individual were interested in 
having a lot of corporate officer titles of paper companies that did 
not mean anything, one of the best ways was to be a liquidator on 
the staff of the New York office. 

Senator Dirxsen. I wonder what his identity is with any going 
enterprise in New York. Is hea banker or something? 
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Mr. Scuieztncer. I would not know. I would have to check his 
personnel file. 

Senator Dirksen. Thank you. I think that is sufficient. 

Mr. Rusin. I would like to note that some of our people have com- 
plained about serving on these liquidation cases. I have one case in 
mind where a credit rating was made on a man and a report came back 
that he seemed to have a passion for affiliating himself with insolvent 
corporations. 

Senator Dirksen. I can understand that, I think. On the other 
hand, one can also understand the identity with so many companies 
and whether or not it offers a lot of trade that might be looked upon 
with a baleful eye. 

Mr. Rupsrn. Not those, sir. 

Mr. Nartrn. You are a director of Herman Basch? 

Mr. Rusty. No, sir. 

Mr. Narrn. Could you tell me through your knowledge of your 
office why the fees to the firm of Watters, Cowan & Baldridge are 
credited through the years 1949 to 1951 but not paid? 

Mr. Rus. The Office of Alien Property has protested those fees. 

Mr. Narrn. Is Mr. Cowan the Myron Cowan who is Ambassador to 
the Philippines ¢ 

Mr. Rusty. Yes, sir. 

Mr. Naren. Has he ever appeared as counsel, or his firm, in any 
other vested enterprises ? 

Mr. Rusty. In this case, this was prevesting. He has never been 
retained by the Office. 

Mr. Nairn. I would like to ask you some questions about Avonzel. 
Do you handle that in your section 

Mr. Rusin. Yes, sir. 

Senator Dirksen. I thought that we might make a note in the 
record if this is correct: That the firm of Watters, Cowan & Baldridge 
did receive $76,825 since 1942. Doubtless, you would not know whether 
that was exactly correct or not. 

Mr. Rusti. I wouldn’t know. We vested it toward the end of 1947, 
I believe. 

Mr. Scuiezincer. I believe all of those fees would be prevesting. 
‘The reason for those items being carried on the books of Basch is that 
ever since the date of vesting when the Alien Property Office stepped 
in, there has been a dispute as to whether they ever will be paid. The 
Office of Alien Property has taken the position that the firm is not 
entitled to it, that the services that it rendered were merely for the 
benefit of the stockholders before vesting, and not for the benefit of 
the corporation. And I don’t believe the firm has ever received any 
money since Alien Property stepped into the picture. 

Senator Dirksen. Where there has been no advance agreement as 
to a fee to be charged, a legal fee involving a vested company, have 
you at any other time protested any other fees, whether they are fees 
for work consummated or monthly retainers ? 

Mr. Scuiezincer. I belive there have been. 

Mr. Rusty. There have been cases. 

Senator Dirksen. Would there be a record of it? 

Mr. Rusty. In the file on that case I am sure there would be a 
record. 
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Senator Dirxsen. If it is not too cumbersome a chore, and if you 
‘an insert a statement in the record on that point, I would appre- 
ciate it. 

Mr. Rusty. This is in addition to Watters, Cowan & Baldridge! 

Senator Dirksen. That is right. 

(The information referred to is as follows :) 


LEGAL Frees oF WaTrerS, COWEN & BAatpRipGeE From HerMAN Bascu & Co., INC. 


Vesting Order No. 12587 was executed on December 22, 1948, by the Alien 
Property Custodian and became effective upon its publication in the Federal 
Register December 28, 1948. That vesting order, among other things, vested 
72.1 percent (1,442 shares) of the issued and outstanding capital stock of Herman 
Basch & Co., Inc., a New Jersey corporation, engaged in dyeing and processing 
raw Persian lambskins. Thereafter an examination of the company’s record 
was made and, amongst other items, it was discovered that Watters, Cowen & 
Baldridge, attorneys, had a retainer for $39,000 for legal services from January 
1947 through December 1952 on which payments of $7,500 had been made in 1947 
and 1948, and on which payments of $6,000 per year were to be paid for the calen- 
dar years 1949, 1950, 1951, and 1952. A few months after the vesting Paul Wm. 
Vort, president, transmitted to this Office a bill from the attorneys for the year 
1949 for $6,000 and requested authorization to pay the same. Since the prelimi- 
nary investigation disclosed no record of legal services performed in 1949 authori- 
zation was withheld pending explanation of the services rendered. 

Watters, Cowen & Baldridge had for a period of years prior to the vesting 
represented the stockholders of Herman Basch & Co., Inc., in their negotiations 
with this Office, particularly in 1943 when an arrangement was made for certain 
shareholders to sell and other shareholders to buy shares of stock in Herman 
Basch & Co., Inc. For the years prior to the 1947 retainer it appeared that the 
law firm had been paid approximately $40,000. This Office upon vesting took the 
position that if the legal services in question were for the benefit of individual 
shareholders rather than for the benefit of the corporation, the shareholders and 
not the corporation should pay for the same. It has been because of the con- 
tinued failure of the interested parties to explain since then wherein the corpora- 
tion benefited from these legal services that the authorization to pay amounts 
billed since the vesting has been denied. It is, of course, entirely possible that 
the officers who made this retainer prior to vesting and the individual share- 
holders involved are liable for the services rendered. 

At a conference on May 31, 1949, the president of the company, Paul William 
Vort, explained that in 1947 “after certain services for the benefit of the company 
had been concluded by Watters, Cowen & Baldridge” a fee of $50,000 had been 
requested and $39,000 was eventually agreed to by himself. He also stated that 
the books of the company had not reflected an account payable owing to the law 
firm of this amount. Mr. Vort did not state that any services had been requested 
of the attorneys since the retainer of 1947. 

Thereaiter, there was no further explanation of the basis for the fee and 
the company officers were repeatedly requested to examine this matter and report 
to the board of directors concerning it. On December 13, 1951, the board of 
directors of Herman Basch & Co., Inc., directed Paul William Vort, president, to 
advise the attorneys that the company denied liability for any services under the 
retainer unless a detailed statement of the services rendered was made available 
and this information was communicated to the attorneys by letter of December 
18, 1951. In response to this letter Mr. Thomas Watters of the law firm of 
Watters & Donovan of New York City enclosed a copy of his retainer agreement 
of January 17, 1947, which confirmed the arrangement for retainer concluded the 
previous day and went on to state “for reasons not disclosed to us, you did not 
call upon us during the years 1949, 1950, and 1951 to render any specific service, 
although we held ourselves available and ready at all times to render services as 
ealled for in the agreement.” Mr. Vort reported this matter to the board of 
directors at the next regular meeting on January 24, 1952. He called attention 
to a letter of August 13, 1942, from Herman Basch & Co., Inc., to the attorneys 
which is noteworthy because it includes the following statement: “Needless to 
say we appreciate your services and shall continue to ask you, from time to time, 
to render some service in connection with those heretofore rendered. For such 
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future services so to be rendered by you, it is assumed that no further charge will 
be made by you, except for disbursements incurred or expended.” Mr. Vort also 
stated that the service for which the attorneys had been paid related principally 
to the unblocking of the company’s accounts in 1942, 

In connection with the section 9 (a) litigation between Mr. Vort, Mr. Nauen, 
and the estate of Fred Basch, and the Attorney General of the United States, the 
plaintiffs at this time served interrogatories upon Mr. Cowen and cross-interroga- 
tories were served by the defendant. In answer to cross-interrogatories of the 
defendant, Mr. Cowen stated: “There has been, I am certain, no representation 
by Messrs. Watters, Cowen, and Baldridge of Basch & Co., Inc., * * * since the 
vesting of their shares by the Alien Property Custodian.” He further stated 
in response to a question concerning whether any legal fees were now owing 
to him from Herman Basch & Co., Inc.: “There is certainly no amount due me.” 
On March 10, 1952, Mr. Paul William Vort, president of Herman Basch & Co., 
Ine., informed the board of directors that in his opinion the law firm had been 
etained to perform services for the company rather than the shareholders and 
that the law firm having held itself in readiness to perform services the fact that 
the company did not call for legal services after vesting did not render the re- 
tainer invalid. He further informed the board of directors that because the 
Office of Alien Property had repeatedly inferred that the legal services were per- 
formed for the shareholders he found it personally embarrassing to attempt to 
justify the legal fees and he asked to be relieved of further investigation of this 
matter. 

At a regular meeting of the board of dirctors of Herman Basch & Co., Inc., on 
March 19, 1952, Mr. Vort reviewed his statement at a previous board meeting 
that Mr. Cowen had asked for a retainer of $200,000 for his services rendered in 
1942 and Mr. Vort corrected that to state that no such specific sum had been 
discussed at any time with respect to Herman Basch & Co., Inc. The company 
minutes also reflect that at this meeting Mr. C. Gordon Lamude inquired as to 
whether additional information had been received from the attorneys pursuant 
to a previous resolution of the board of directors and that no such information 
having been received, Mr. Lamude moved that the fees accrued on the books be 
canceled and no further accruals made, and this motion was passed. 

On December 1, 1952, the law firm of Watters, Cowen & Baldridge again billed 
Herman Basch & Co., Inc., for a payment of $24,000 for the years 1949 through 
1952. This was considered at the next regular meeting of the board of directors 
held December 10, 1952, and Mr. Lamude, manager of the New York Office of 
Alien Property and a director, moved that the statement be returned to the law 
firm, together with a letter referring to the company’s letter of December 16, 
1951, which had previously notified the law firm that their bill would not be 
paid unless complete details were furnished on the services rendered; and fur- 
ther, that such explanation not having been forthcoming all liability of the 
company is denied. 

At the regular meeting of the board of directors of January 22, 1953, Mr. Roy 
Yowell of the Business Management Branch of the Office of Alien Property and 
a director of Herman Basch & Co., Inc., moved that the board of directors retain 
counsel on behalf of the company to advise as to the company’s rights to recoup 
from the company officers legal fees paid to Watters, Cowen & Baldridge for 
the years prior to 1949, which motion was tabled until the next meeting of the 
board of directors fixed for March 24, 1953. 

The present status of this matter is, therefore, that no fees have been paid 
to Watters, Cowen & Baldridge since vesting because of the failure of the 
parties to show that services were performed, and that the accruals of those 
fees on the books have been canceled and the attorneys in question notified that 
liability by the company has been denied. In addition, there is presently pend- 
ing before the board of directors a resolution that it retain counsel to advise the 
company on the possibility of recouping for the company from its officers those 
fees paid prior to vesting. 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, April 3, 1953. 
Hon. Everert M. DrrkKseEn, 
Chairman, Subcommittee on Trading with the Enemy Act, Judiciary Com- 
mittee, United States Senate, Washington, D. C. 

Dear SENATOR: Reference is made to that part of my letter to you of March 
23, 1953, relating to your request for a statement of objections made by the 
Office of Alien Property to the amounts of legal fees claimed by attorneys against 
vested enterprises. Subsequent to your receipt of my letter this matter was 
discussed by Mr. Edward A. Hayes, chief counsel to the subcommittee, and 
Mr. Julius Schlezinger, Chief of the Legal and Legislative Section, Office of 
Alien Property. It was pointed out in my letter and in these discussions that 
the Office of Alien Property does not maintain central files pertaining to such 
matters. However, pursuant to Mr. Hayes’ request there are described below 
six cases of objections to legal fees which have come to the minds of members 
of the staff of the Office of Alien Property. 

(1) Schering Corp.—At the time the Office of Alien Property was preparing 
for the sale of the outstanding and issued stock of Schering Corp., various 
underwriters indicated that they were interested in purchasing the vested shares 
for resale. Accordingly the Office of Alien Property directed the corporation 
to prepare a registration statement in compliance with the Securities Act of 
1933 and the rules and regulations of the Securities and Exchange Commission. 
The corporation, with the approval of the Office of Alien Property, retained the 
firm of Weisman, Quinn, Allen & Spett, 1501 Broadway, New York City, to act as 
its attorneys for this purpose. Inasmuch as the registration statement was 
prepared at the request of the Office of Alien Property and with respect to the 
sale of its shares, the expenses of the corporation in connection therewith, 
including legal fees, were reimbursable by the Office of Alien Property. 

Saxe, Bacon, O’Shea & Bryan, 102 Maiden Lane, New York City, were retained 
directly by the Office of Alien Property to act as the attorneys for prospective 
purchasers. The retention of such counsel is customary for the reason that 
prospective bidders would otherwise have no representation in the preparation 
of the registration statement. 

The shares were sold on March 13, 1952, to a group of underwriters headed 
by Merrill Lynch, Pierce, Fenner & Beane for the sum of $29,131,960 plus $89,100 
to cover expenses and fees incurred by the Office of Alien Property. The attor- 
neys for the company and for the prospective purchasers each submitted to 
the Office of Alien Property tentative statements of their services rendered in 
connection with the preparation of the registration statement and other matters 
involved in the sale of the Schering stock. Although these tentative statements 
did not include the figures which they requested as compensation for their 
services, they each orally advised the Office of Alien Property that they believed 
the reasonable value of such services was $30,000. The Office of Alien Property 
deemed these amounts excessive. After conferring with members of the staff 
of that Office, each firm agreed to reduce its request to $25,000. These amounts 
were deemed reasonable and were paid. 

(2) North American Rayon Corp.—American Bemberg Corp.—The Attorney 
General had vested various classes of shares of each of the above corporations, 
including voting control in each of them. Because of the interest exhibited by 
underwriters in the sale of the Attorney General’s shares, the Office of Alien 
Property, as in the Schering case above, caused the preparation of a registration 
statement in connection with the sale of these shares. The vested shares of 
the corporations were sold for a total of $17,111,126 plus $65,000 to cover expenses 
and fees incurred. 

Choate, Mitchell & Ely, 41 Broad Street, New York City, were retained by 
the corporation, with the approval of the Office of Alien Property, to represent 
it in connection with the preparation of the registration statement and other 
matters pertinent to the sale of these shares. At the conclusion of the sale these 
attorneys submitted statements requesting payment of fees in the amount of 
$30,000, that is, $15,000 for each case. The Office of Alien Property considered 
these fees excessive and after negotiation with counsel, succeeded in reducing 
these bills to $10,000 each or a total of $20,000, which was deemed reasonable 
and was paid. 

(3) American Bosch Corp.—The Attorney General owned 535,882 shares of 
the class B common stock of this corporation, or approximately 77 percent of all 
of its outstanding issued stock. For the reason indicated in connection with 
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items (1) and (2) above the Office of Alien Property caused the corporations 
to prepare a registration statement. The corporation, with the approval of the 
Office of Alien Property, retained the firm of Cleary, Gottlieb, Friendly & Cox, 
52 Wall Street, New York City, its regular counsel, to prepare the registration 
statement and to represent it with respect to other matters connected with the 
sale of these shares. 

The shares were sold for $6,044,748.96, plus the sum of $85,000 to cover fees 
and expenses incurred. The attorneys for the company originally furnished a 
statement in the amount of $35,000 for services rendered in connection with the 
sale of the shares. The Office of Alien Property objected on the ground that 
$7,400 of these charges represented services rendered to the corporation which 
were not properly reimbursable by the Office of Alien Property as services ren- 
dered in connection with the sale of its shares. Asa result of this protest coun- 
sel for the company agreed to reduce its fee to $27,600, which sum was con- 
sidered reasonable and was paid. 

(4) Yokohama Specie Bank, Ltd., San Francisco and Los Angeles Branches.— 
The Yokohama Specie Bank, San Francisco and Los Angeles branches, are being 
liquidated by the superintendent of banks of the State of California under the 
supervision of the Office of Alien Property. The Attorney General has vested 
the excess proceeds of these branches remaining after the payment of claims 
of their creditors by the superintendent in accordance with the banking laws 
of the State of California. Since the assumption of jurisdiction over the 
branches by the superintendent in December of 1941, 8. M. Saroyan, Esq., a 
member of the firm of Shirley, Saroyan, Calvert & Barbagelata, of San Francisco, 
has been retained by the superintendent as attorney in connection with the 
liquidation of 4 Japanese banks in California, including the 2 here under con- 
sideration. This retainer was necessary because there are no salaried attorneys 
on the superintendent’s staff. 

Mr. Saroyan is on a monthly retainer ranging between $500 and $750, depend- 
ing on the amount of work involved, which covers all of the ordinary and usual 
matters arising out of all the liquidations. However, special services outside 
of the usual routine are the subject of special compensation. 

During the course of the liquidation and at a time when the superintendent 
had filed a petition with the court for leave to pay an 80 percent liquidating divi- 
dend to creditors, a petition for intervention was filed on behalf of persons hold- 
ing yen certificates of deposit, requesting pro rata payments with all other credi- 
tors out of the assets of these branches. While the dollar amount of the inter- 
vening petitioners’ claims was in the sum of $30,000, they alleged there were over 
5,000 persons similarly situated in the State of California holding claims total- 
ing in excess of $10 million of such unpaid certificates of deposit. The petition 
for intervention was argued in the superior court of the State of California and 
was denied. The decision was affirmed by the district court of appeals. For his 
services in this matter, Mr. Saroyan filed an application with the superintendent 
for fees in the amount of $19,500. 

It is the usual practice in these cases for the superintendent to make a recom- 
mendation with respect to such applications to the Office of Alien Property. In 
this case, however, the superintendent passed the request on to that Office with- 
out recommendation and suggested that the matter be discussed. As a result 
of discussions between members of the staff of the Office of Alien Property and 
the superintendent, Mr. Saroyan was advised that his statement was excessive. 
He then requested that the matter be held in abeyance. Thereafter, Mr. 
Saroyan reduced his application to the sum of $7,500, which was favorably 
recommended to the Office of Alien Property by the superintendent and which 
the Office of Alien Property approved. 

(5) Avonzel Corp.—This is a real estate holding corporation, 100 percent of 
the outstanding issued shares of which are vested in the Attorney General. 
This corporation had entered into an agreement with William Siskind, 521 Fifth 
Avenue, New York City, pursuant to the terms of which Mr. Siskind was to act, 
(1) as agent on behalf of the corporation in connection with the management 
of its real property, (2) as servicing agent with respect to mortgages owned 
by the corporation, and (3) as counsel to the corporation. 

In November 1951, Mr. Siskind rendered a statement to the corporation in 
connection with the sale of five parcels of real property. The statement was 
broken down into two parts: (a) Special services in connection with the afore- 
said sales, in the amount of $3,644.99; and (b) general legal services, in the 
amount of $3,452.04. Upon review of these statements, the Office of Alien 
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Property advised Mr. Siskind that it would allow the statement for general 
legal services only to the extent of $1,430.84, basing its decision on two factors: 
(i) An amount in excess of $600 contained in the statement covered items 
which were properly management services and for which compensation had 
already been paid through the usual management services commissions. 
(ii) That the statement for general legal services in the amount of 
$3,452.04 was computed on the basis of $25 an hour, whereas under the 
agreement all services to be rendered by Mr. Siskind in connection with 
the sale of the corporation’s real property were to be compensated at the 
rate of $10 an hour. 

After correspondence and oral discussions between Mr. Siskind and the Office 
of Alien Property, Mr. Siskind revised his statement in accordance with the 
reductions requested. 

On February 27, 1952, Mr. Siskind was given 60-day notice of termination of 
the agreement in accordance with its terms. In the meantime, however, the 
corporation had offered another parcel for sale, the sale to be held on April 
16, 1952, a date before the expiration of the 60-day period. Under the terms of 
the agreement, Mr. Siskind continued his duties in connection with the sale of 
this parcel. He thereafter rendered a statement of services to the corporation 
in the amount of $1,590.23. Upon reviewing the statement, the Office of Alien 
Property objectéd on the ground that $340 represented charges for stenographic 
services which were not contemplated by the agreement but, on the contrary, 
were intended to be included in the $10 per hour rate fixed by the agreement 
Mr. Siskind agreed to the reduction and the fee was paid in the reduced amount. 

(6) Jasco Jnc.—Five shares constituting 50 percent of the outstanding and 
issued stock of this corporation are vested in the Attorney General. Jasco is a 
patent holding company engaged in the business of licensing its patent rights. 
These patents relate principally to butyl rubber, styrene, butadiene and Oppanol. 
Jasco was a plaintiff, along with Standard Oil Co. (New Jersey) and some of its 
affiliates, in a suit brought under section 9 (a) of the Trading With the Enemy 
Act to recover the vested shares and certain vested patents. The suit was 
brought in 1944 and was concluded in August 1948. During the pendency of the 
suit the Attorney General took no part in the management of Jasco. Thereafter, 
the Attorney General elected 3 of the 6 members of the board of directors. 

Shortly after the termination of the litigation a bill was presented to Jasco 
in the amount of $53,578.86 as its share of the legal expenses incurred in the 
litigation. The total of such expenses was $274,590.26. It was the position 
of the Office of Alien Property (1) that the amount of legal expenses sought to 
be charged against Jasco was out of proportion to the property which it sougbt 
to recover in the section 9 (a) suit, to the results achieved in that suit as against 
the entire property sought to be recovered and to the entire result achieved; (2) 
that the court found that part of Jasco’s claim was based on a sham or fraudulent 
agreement and that the Attorney General should not be required to pay any 
portion of any fees arising out of a frandulent claim against him; and (3) that 
to the extent that the section 9 (a) suit was fraudulent and sham, it was an at- 
tempt by Standard Oil Development Co., an affiliate of Standard Oil Co. (New 
Jersey), to perpetuate a fraud against the Alien Property Custodian and his 
successor, the Attorney General, and was brought not in the interest of Jasco 
but in the interest of Development. As a result of the objections to the bill 
asserted by the Office of Alien Property, negotiations followed between repre- 
sentatives of that Office and representatives of Development resulting in a re- 
of $23,989.17. 

Sincerely, 
WILLIAM P. RoGErs, 
Deputy Attorney General. 


Mr. Naren. I intended to ask you about William Siskind when I 
spoke of Avonzel Corp. In line with the Senator’s inquiry, Mr. Sis- 
kind was one of those whose fee was disputed. If my memory serves 
me correctly, and I do not have that file here, Mr. Siskind asked a 
fee somewhere in the neighborhood of $70,000 in the P. Biersdorf 


case. You may have that here. And there was an adjustment made 
in his fee. 
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I would like to ask you if you think that the retention of an in- 
dividual whose fee has been protested in a previous representation, 
whether it would be a good policy to again seek that same individual 
to handle matters with the Office of Alien Property? Would you, Mr. 
Rubin? Would you advise, as you are supposed to, that the Director 
keep a man who had gotten into a controversy over a substantial fee 
in retaining of ecthes matter ¢ 

Mr. Rusrn. ‘st, Mr. Siskind’s retention predates my assignment 
to this case. I think you are probably talking about the one case, 

ind that is the Biersdorf case, where the fee is in 1 dispute. 

Mr. Natrn. That is right. 

Mr. Rusty. There are not two cases involved. The dispute arises out 
of the original retention, and the matter is still in dispute. The Office 
hasn’t authorized the payment of the fee. 

Mr. Naren. Is Mr. Siskind in any way connected with this Avonzel 
Corp. ¢ 

Mr. Rusty. Not now. 

Mr. Narrn. Was he? 

Mr. Rusryn. Up until April of 1952. 

Mr. Narrn. What happened in April of 1952 

Mr. Ruprn. The need for his services an a point where it was 
no longer necessary. 

Mr. Narn. What service did he perform and what was the nature 
of this Avonzel Corp.? 

Mr. Rupin. Avonzel is a real estate holding company. 

Mr. Narrn. And Mr. Siskind is an attorney; is he not? 

Mr. Rue. That is right. 

Mr. Narn. What was the nature of his fee in this Avonzel Corp.? 

Mr. Rusrn. May I introduce Mr. Smith, who is familiar with that, 
Chief of our Real Estate Section ? 

Senator Dirksen. Yes. 

Mr. SmirH. With respect to Mr. Siskind, he manages the properties 
of Avonzel, collects the rents, services the mortgages. 

Mr. Natrn. Was he in the real-estate business ¢ 

Mr. Surrn. He is an attorney in New York. 

Mr. Naren, Is it usual to retain an attorney to collect rents and 
service mortgages ? 

Mr. Smitru. There have been instances where we have taken prop- 
erties, in many instances attorneys were managing them and we con- 
tinued to let them manage the properties, yes, sir. 

Mr. Nairn. Was Mr. Siskind managing this property before you 
took it over? 

Mr. Soitn. No. 

Mr. Narrn. Who put Mr. Siskind in there as the manager of the 
property ? 

Mr. Smirn. Well, the directors of the company approved his 
employment. 

Mr. SmiruH. Who were the directors ? 

Mr. Smirn. Would you state your question again, please? 

Mr. Nairn. Who were these directors who selected Mr. Siskind to 
manage the Avonzel Corp? 

Mr. Smirn. The directors didn’t select him. I am saying they ap- 
proved his employment. 
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Mr. Nairn. Approved his employment. You say that these direc- 
tors approveemployment. I would like to get that straight. If he was 
suggested by someone else do you think the directors would approve 
or disapprove him as they saw fit. ? 

Mr. Smiru. No. He was suggested to us by the Director of the 
Office of Alien Property for employment. 

Mr. Narrn. You mean they accepted his employment by the 
Director ? 

Mr. Smiru. It was a wholly owned company, fully staffed by em- 
ployees of the Office, and we accepted that direction; yes, sir. 

Mr. Naren. So, they did not know Mr. Siskind, he came from the 
Director or from the Attorney General? 

Mr. Smiru. That is correct. 

Mr. Narrn. He had been retained in other matters, Alien Property 
matters ? 

Mr. Smiru. I am not sure that the officers or directors of Avonzel 
knew that at the time he was employed by Avonzel. 

Mr. Nairn. You vested this property in 1949? 

Mr. Soirn. That is about right. 

Mr. Natrn. How much did Mr. Siskind receive in fees from Avonzel 
Corp. ¢ 

Mr. Smiru. Mr. Siskind received for the collection of rents and 
servicing of mortgages a collection of $281,000, he received up until 
August 31, 1951, that is $9,277. 

Mr. Narrn. That was approximately $ $5,000 a year, was it not? 

Mr. Smiru. That would be approximately $5,000 in a year. That 
was on a commission basis. On some properties he would collect and 
get 5 percent commission and on others he would get as low as 2 
percent, depending upon the nature of property. 

Mr. Naren. In the fiscal year of 1951 there was a balance of $142,000 
approximately, and when the corporation submitted a report June 30, 
1952, there was a balance of $750,000 in the Hamilton Bank in Wash- 
ington, D. C.- In regard to this Avonzel Corp., could you give me any 
explanation as to why three-quarters of a million dollars was placed 
in an account in a bank in Washington for a New York business 
enterprise ? 

Mr. Smiru. Well, the thing of it is, in the case of Avonzel, we have 
continually liquidated these properties. At the time that balance 
reached anything like this proportion we attempted to draw this 
money out through, I believe it was, a liquidating dividend. We had to 
go through the tax authorities in New York to do that. We had diffi- 
culty doing it. Up until that time we had put these funds, as the state- 
ment will show, into Government bonds. This amount would have been 
in Government bonds had be not sought a means of getting the money 
into the Office. 

Now, we have just recently sold another piece of property and that 
balance today is even larger. 

Senator Dirksen. This was a real estate operating company, was it 
not, a New York corporation that had a large number of properties? 

Mr. Sorru. It had about nine properties when we took it over, 
yes, sir. 

Senator Dirksen. Were there not more than that? 

Mr. Surrn. Not at the time we took it over. 
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Senator Dirxsen. These were mainly what types of properties? 
They were apartments? 

Mr. SmirH. Commercial properties and some store property with 
apartments upstairs. 

Senator Dirksen. Yes. 

Mr. Siru. And the record, I think the statement of the company 
will show, that as any substantial amounjt of money has ever come into 
the possession of the company it has been invested in Government 
bonds. We then thought it would be better if we could get the money 
into the United States Treasury. We tried to go through the proc- 
esses under the New York law of declaring a liquidating dividend, 
and that was too long and drawn out, so now we are in the process of 
recapitalizing this company and taking all of that money out of the 
bank. Up until this recent sale, those moneys had been invested in 
Government bonds. We had hoped to have a recapitalization effected 
within a very short time. It is in the works right now. 

Mr. Narrn. Are those funds carried in a checking account ? 

Mr. Smirn. In a checking account with collateral security put up 
with the United States Treasury. They are called semi-Government 
funds. 

Mr. Natrn. I would like to get back to Siskind again. Did you 
know that he had received or was attempting to receive a fee of some- 
where between $50,000 and $70,000 for having represented P. Biers- 
dorf in litigation ? 

Mr. Smirn. No. 

Mr. Narrn. You did not. You are the real-estate manager there in 
Mr. Rubin’s section ? 

Mr. oe I am Chief of the Real-Estate Section. 

Mr. Naren. Have you ever seen the facilities Mr. Siskind has in 

New York to manage a real-estate property ? 

Mr. SMITH. Persunalle I haven’t, but the first vice president visited 
Mr. Siskind’s office at the beginning and saw that Mr. Siskind 
employed what he called a real-estate representative or agent 
to handle the management of these properties. We also required 
Mr. Siskind to keep our accounts entirely separate from his—his own 
bank accounts. 

Mr. Naren. Did Mr. Siskind engage in this kind of work before 
he was given this charge by the Office of Alien Property ? 

Mr. Smrru. I could not answer that. 

Mr. Narrn. In other words, if you gave me the management of 
Avonzel and I could go up here and get the Washington real-estate 
firm to handle it for me, or put somebody i in my office, it would not 
make sense. I would like to know whether Mr. Siskind was origi- 
nally set up in such a way that he would have been a logical choice to 
manage real-estate properties, such as this, or whether as an attorney 
somebody gave him that job. 

Mr. Srru. As I said before, his selection came from the Director. 

Mr. Natrn. And you people in these sections never inquire into the 
choice in any way and do not know the fundamental business concepts 
of the people you are dealing with; you just accept it on pure faith, I 
gather ? 

Mr. Smirx. No; that is not correct at all, for this reason: Mr. Sis- 
kind did assure the first vice president of the company when he first 
went there, he showed the first vice president the organization that he 
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intended to use. He was employing competent real-estate people to 
take care of the management, and tenants’ complaints and that sort of 
thing. Whether he had that organization before he was employed or 
not, I couldn’t say. 

Senator Henninos. This gentleman is a lawyer, as I understand it? 

Mr. Nairn. That is the way I understand it. 

Senator Henninos. Then for some reason, perhaps some aptitude 
or some voluntary notion, he decided he wanted to get into the man- 
agement of real estate, and they gave him these properties to manage 
and collect the rents and general supervision. That is a rather un- 
usual thing, is it not? 

Mr. Naren. It is rather unusual. 

Senator Henninos. I thought most lawyers were pretty busy prac- 
ticing law. Some lawyers do have sidelines, I suppose. 

Mr. Smiru. I agree with you on that. 

Senator Hennineas. I was wondering how it was determined that 
he was sufficiently proficient. I would not be worth anything. I 
have been practicing law for 30 years or more, or less, and I would 
not be any good at taking over property and trying to handle it and 
manage it. I would not be worth a nickel to anybody. It would take 
me a long time to try to learn enough about it to be useful. 

How did Mr. Siskind come possessed of such virtuosity that he 
moved in and got $5,000 a year, more or less, to handle all this. Why 
is that done, Mr. Smith? 

Mr. Smirn. Of course, Mr. Siskind would have to really answer that 
as to why he was interested in that sort of business. 

Senator HenninGs. How did he get it? 

Mr. Smirn. As I say, Mr. Siskind was designated 

Senator Henninos. He must have asked for it. 

Mr. Smirn. He must have asked the Director. He didn’t ask us. 
His name was given to us. 

Senator Hennrnos. Is there any correspondence indicating how Mr. 
Siskind came by this—what would seem to me to be a windfall ? 

Mr. Smriru. I don’t know if there is any correspondence on Mr. 
Siskind. He was introduced to me as the man who will handle your 
Avonzel properties in New York. 

Senator Henninos. You did not ask Mr. Siskind anything by way 
of indicating that you might be able to help him as one proficient and 
expert ? 

Mr. Smiru. No; I didn’t know Mr. Siskind; I had never met him. 

Senator Hennines. He did not ask you any questions about what 
he should do in the managing of these properties ? 

Mr. Smirnu. We told him what we were going to do, and among 
those things were that he would have to keep his records available 
for our inspection at all times; he could not commingle the funds of 
this company with his own funds. 

Senator Hennes. He should have known that. 

Mr. Smirn. He should have known it; but we were going to specify 
it. And, of course, further than that, we required Mr. Siskind to 
furnish us a copy of his bank statement every month. We placed 
him under bond. And, as a matter of fact, we had a contract that 
would protect the corporation in every way without considering per- 
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sonalities at all, because I did not know Mr. Siskind, nor did the 
officers. 

Senator Hennrnes. You did not know how he happened to come; 
he just appeared and you were told he would handle it ¢ 

Mr. Smiru. How he came in, I have no knowledge of it. As to 
what he was required to do after he once came in, we were very 
interested in it, and took all of the safeguards that were necessary to 
protect the company. 

Senator Henninas. It was generally true, was it, of these various 
managers of prope rty and real estate with whom you dealt, they were 
jus st sent in to you ¢ 

Mr. Smirn. Are you talking about this company now, sir, or directly 
vested properties ? 

Senator Hennrnoas. Directly vested companies. 

Mr. Smitu. No. Well, vested companies, this is the only one that 
1as any property left, and the managers, if there were any in the 
other companies, were kept on. But that situation doesn’t hold 
where we vested directly real estate in the Office, if that is what your 
question is. I can answer that. 

Senator Henninos. Thank you. 

Senator Dirksen. | think this is probably a good time to suspend. 
Now, this afternoon I thought we — to at least get a little look 
at your real-estate operations and get a picture of it. And, secondly, 
I do want to have you tell us something about patents, trade-ms arks, 
and copyrights, and where that picture is at the present time. 

Mr. Rupr. Yes, sir. 

Senator Dirksen. We will recess until 2 o’clock. 

(Whereupon, at 12:05 p. m., the subcommittee was recessed, to be 
reconvened at 2 p. m., this same date. ) 


] 


AFTERNOON SESSION 
Senator Dirksen. The committee will resume. 
TESTIMONY OF LEWIS E. RUBIN—Resumed 


Senator Dirksen. Mr. Rubin, first of all, who handles your Real 
Estate Division or Section in your Division ? 

Mr. Rusin. Mr. Clarence Smith. 

Senator Dirksen. Mr. Smith, I wonder if you would be sworn as a 
matter of course. 

You solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Smrru. I do. 

Mr. ScHuezincer. Senator, you are going to start in on real estate? 

Senator Dirksen. I thought we would do that. 

Mr. Scutezincrr. Before you do that, may I introduce in the record 
a couple of things here? 

During Mr. Rubin’s testimony last week he was asked to supply 
supplemental information on 4 or 5 things. He om that information 
now, which he can introduce in the record or read the answers, 
either one. 
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Senator Dimxsen. This is in fortification and implementation of 
matters to which you testified the other day? 

Mr. Rusry. And the committee asked for further information. 

Senator Dirksen. Thatisright. It will be submitted for the record. 

(The material referred to appears in other portions of the hearings.) 

Mr. Scuiezincer. May I make one other statement? 

During the testimony the other day there were some questions asked, 
I believe by Senator Langer, as to who John E. Mack was, who was 
identified as president immediately prior to vesting for a short period 
of time of General Analine & Film. I indicated in the questioning 
that I thought he was the brother of Judge Julian Mack. I have since 
checked and that information was erroneous. Apparently he is no 
relation to the Federal judge, Julian Mack, but he is an attorney from 
Poughkeepsie, N. Y., who at one time was a New York State Supreme 
Court justice. 

Senator Dirksen. Yes; very well. 

I think, Mr. Rubin, in your original statement we had only gone as 
far as major item No.2. JI was looking for your statement. I “do not 
have it. 

Mr. Rupr. Here is a copy. 

Senator Dirksen. We had gotten to page 7, I think, “Miscellaneous 
securities,” had we not? 

We will put your statement in the record in its entirety. 

(The material referred to follows :) 


STATEMENT OF Lewis BE. Rupnin, CHIEF, MANAGEMENT AND LIQUIDATION BRANCH, 
OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Mr. Chairman and members of the committee, I am Lewis FE. Rubin, Chief of 
the Management and Liquidation Branch of the Office of Alien Property. I am 
here in response to your request for testimony concerning that Branch. At the 
suggestion of Mr. Nairn, of your staff, I have prepared this statement in order 
to set forth the overall responsibility of the Branch and the particular activities 
which it carries on 

The Branch is charged with the responsibility of administering and liquidating 
the vested assets reduced to possession, exclusive of vested cash. Its activities 
in this connection fall into 5 main categories which are handled by 38 sections 
within the Branch. 

The Business Enterprise Section has charge of the following three activities: 

(1) Supervision and control of going domestic corporate enterprises, all 
or a substantial portion of whose outstanding capital stock has been vested 
pursuant to the provisions of the Trading With the Enemy Act; this section 
also makes arrangements for the sale of such stock pursuant to public 
offerings by prospectus. 

(2) Liquidation of dormant domestic enterprises including not only cor- 
porations but partnerships and domestic branches of interprises located 
abroad. 

(3) Liquidation of miscellaneous securities through the facilities of the 
Nation’s stock exchanges and the over-the-counter market. 

The Real and Personal Property Section is charged with the fourth of the 
main activities of the Branch; namely, the management and sale of real property 
and tangible personal property together with the administration of eight real 
estate holding companies. 

The Patent Section is charged with the fifth main function of the Branch: 
namely, the administration of vested patents, copyrights, and trade-marks and 
of vested contract interests relating to patents, copyrights, and trade-marks; this 
Section also administers six patent holding companies whose principal business 
is the licensing of their patents. 

I shall diseuss the work of each Section separately, beginning with the Busi- 
ness Enterprise Section. 
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BUSINESS ENTERPRISE SECTION 


Supervision of Going Concerns 

All the interests held by the Attorney General in business enterprises, whether 
such enterprises are presently in operation or are dormant, have been acquired 
by vesting action taken pursuant to the provisions of the Trading With the Enemy 
Act. In each case of an enterprise not already in liquidation at the time of 
vesting, a choice was made between maintaining the enterprise as a going concern 
and liquidating it on a piecemeal basis. The businesses continued in operation 
were for the most part those whose work ‘vas beneficial to the war effort and 
those otherwise usefui to the Nation’s economy which did not interfere with the 
war effort. Of a total of 469 businesses in which substanial interests were 
vested, 114 were kept in operation after vesting. As of the end of 1952, the vested 
interests in all but 47 of these had either been sold or had been returned to 
eligible claimants; 45 of the 47 are under the jurisdiction of the Management 
and Liquidation Branch. Thirty-one of these companies are being supervised 
by the Business Enterprise Section. The vested interests in 4 of these 31 are 
now available for sale and steps are being taken toward that end. The vested 
interests in the remaining 27 companies are not available for sale primarily 
because of pending section 9 (a) suits and title claims. 

Office of Alien Property control of corporate enterprises stems from the vest- 
ing of all or a substantial portion of their outstanding capital stock. From the 
outset the policy of the Alien Property Custodian, and subsequently the policy 
of the Attorney General, has been to provide for changeover in ownership in 
such a way as to minimize interference with the normal operations of a com- 
pany. Where existing management was competent, it was retained except in 
those cases where enemy control had penetrated the management of an enterprise 
or where there was an apparent lack of full cooperation with the policies of 
the Office. In those instances action was taken after vesting to replace incum- 
bent officers and key personnel and members of the board of directors. 

The Office of Alien Property’s control of vested corporations is effected in 
two ways: (1) The voting of the Attorney General’s stock to elect his representa- 
tives to boards of directors, and (2) the issuance of authorizations to the com- 
panies permitting them to engage in the normal conduct of their business but 
requiring them to apply for specific authorizations for unusual transactions or 
transactions which could impair the interest of the Attorney General. 

It has been the policy of the Office from its inception to permit the companies 
under its jurisdiction to function as nearly as possible as privately owned enter- 
prises. No attempt has been made to direct or in any way to interfere with 
day-to-day operations. The conduct of such operations has been left to man- 
agement, which is held responsible to the Office in much the same manner as 
management is responsible to a principal stockholder in a privately owned cor- 
poration. The Branch, however, reviews the operations of the companies con- 
stantly in order to keep abreast of their operating results and financial condi- 
tion and to insure that their activties remain within the scope of the authoriza- 
tions from this Office. This is accomplished by analyzing company reports and 
independent auditors’ reports and by reviewing minutes of board and committee 
meetings. In this connection the Office has found it beneficial in most instances 
to elect one or more of its employees to a board of directors. 

As vested stock interests become available for sale the Branch supervises the 
preparation of the prospectuses by which public offerings are made, and where 
necessary, assists in the preparation of registration statements for filing with 
the Securities and Exchange Commission. I might add that prospectuses which 
need not be filed with that Commission are prepared in accordance with its 
standards and requirements. 


Enterprises in liquidation 

Approximately 200 of the enterprises taken over by this Office were in the 
process of piecemeal liquidation at the time of vesting action. Approximately 
130 other enterprises were placed in liquidation after vesting action; 180 com- 
panies have been completely liquidated and 24 have been returned to eligible 
claimants in the course of liquidation. As of the end of 1952, there remained 
for disposition a total of 128 dormant enterprises, including 18 banks and insur- 
ance companies being liquidated under the supervision of the Legal and Legis- 
lative Section in the Office of the Director. More than 90 percent of the liqui- 
dation has been accomplished in each of the 110 cases under the jurisdiction of 
the Business Enterprise Section and virtually all domestic assets have been con- 
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verted to cash. In cases of solvent enterprises the creditors have been paid. 
Corporations in liquidation are for the most part staffed with employees of the 
Office, who receive no compensation from the companies. 

Solvent corporations are liquidated by conversion of assets to cash insofar as 
possible, payment of creditors, and payment of liquidating dividends to stock- 
holders, including the Attorney General. Insolvent corporations present the 
usual problems of priorities among creditors, including in many cases the Attor- 
ney General. I should like to emphasize that corporations in liquidation are 
little more than shells. They are not operating concerns and they have no paid 
employees. They are not being depleted by expenses. 

Unincorporated enterprises are handled differently. The proceeds of the con- 
version of their assets into cash come directly to this Office. The claims of 
their prevesting creditors are handled by this Office as debt claims under the 
provisions of section 34 of the Trading With the Enemy Act. 

The field offices in New York, San Francisco, and Honolulu carry out the actual 
liquidations. The Business Enterprise Section in Washington formulates the 
overall policy regarding liquidation procedures and acts on matters submitted 
by the field offices. It also takes up with other Branches and Sections of the 
Office any problems requiring their attention. 

The principal hindrances to completion of the remaining liquidation cases 
are the inability to realize on foreign accounts receivable and other foreign 
assets, the necessity for awaiting expiration of statutory periods required to 
complete certain corporate dissolutions, the disposition of controverted tax mat- 
ters and the bar raised by pending section 9 (a) suits and claims. 

Certain of the foreign assets of enterprises in liquidation may ultimately be 
realized upon by virtue of agreements between the United States and allied and 
friendly governments concerning conflicting claims to World War II German 
and Japanese external assets. Furthermore, the ultimate revalidation of cer- 
tain dollar bonds of German issue may permit realization of cash for some of 
the enterprises in liquidation and thus permit their final winding up. The re- 
cent revalidation of sapanese dollar bonds served that purpose in some cases. 
Miscellaneous securities 

A great portion of the miscellaneous securities sold by the Office are sold on 
Government regulated stock exchanges or in the over-the-counter market. These 
sales are handled for the Office by brokerage houses which are members of the 
New York Stock Exchange. The Office makes every effort to distribute the 
offerings equitably among a representative list of such houses. The rate of com- 
mission is regulationed by the stock exchange on which the securities are sold. 

In some cases the Office has sizable blocks of listed securities which cannot 
be readily absorbed by the regular market at any one time. In these cases the 
Office is able to obtain the best possible price by requesting bids from brokerage 
houses to be submitted immediately following the closing of the stock exchange 
on a particular day. A sale is made by the Office if the highest of the competi- 
tive net bids from at least three brokerage houses is satisfactory in comparison 
with the closing price for the day. The Office pays no commission in this type of 
sale but normally sells the stock at a slight concession from the closing price. 

In cases where the Office holds for sale a sizable block of a securities issue 
which is not publicly traded, sale is effected pursuant to sealed bids publicly 
solicited by means of a prospectus. In cases where only a small block of such 
an issue is to be sold, a public sale may often be too expensive. In that event 
the issuing corporation, brokers and other interested persons are solicited for 
bids. 

The miscellaneous securities still held by this Office consist largely of those 
involved in litigation or claims under the Trading with the Enemy Act, un- 
salable foreign issues, securities with no ascertainable value, securities involved 
in agreements between the United States and allied or friendly governments 
and certain United States Government issues being held to maturity. 


REAL AND PERSONAL PROPERTY SECTION 


Real property and interest therein have been acquired by the Office of Alien 
Property in two ways: (1) By direct vesting, and (2) by receipt of such prop- 
erty and interests pursuant to distribution from estates and trusts in which 
enemy owned interests have been vested. In addition, the Office has vested sub- 
stantial stock interests in real-estate holding companies. 

As of the end of 1952, the Office had handled 1,735 parcels of vested real 
estate and 808 vested mortgages. In addition it had vested 515 miscellaneous 
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interests including oil and gas and other mineral rights, ground rents, and lease- 
hold interests. All of this property has been disposed of except 452 parcels of 
real estate, 155 mortgages and 198 miscellaneous interests. The greater part 
of the property still being administered, including approximately 325 parcels 
of real property, is subject to section 9 (a) litigation or claims, or to defects in 
title which must be remedied prior to an offering for sale. 

Pending the sale or return of vested real property and interests therein, the 
Real and Personal Property Section is charged with the responsibility for 
their administration. The wide assortment of properties under its supervision 
includes apartment houses, commercial properties, dwellings, farm lands, and 
unimproved urban real estate in all sections of the country. The actual man- 
agement of these properties is in the hands of real estate agents selected from 
the particular communities in which the properties are situated. In most in- 
stances, these management agents are selected from the membership of local 
real estate boards, 

The administration of the property requires the maintenance of an adequate 
level of income, the repair of the property as required, the maintenance of 
insurance coverage and the payment of taxes and operating expenses. The Real 
and Personal Property Section exercises close supervision of ail the manage- 
ment agents in regard to these matters. 

It is the policy of the Office to sell its real property holdings and interests 
as promptly as possible through the medium of a public invitation for sealed 
bids. These sales are handled in the communities where the property is located 
by sales agents designated for that purpose. In most instances such agents 
are selected from the membership of local real estate boards. 

In cases where bids received pursuant to public offering are inadequate or 
otherwise not acceptable, the Real and Personal Property Section ordinarily 
attempts to obtain adequate prices by private negotiations with interested per- 
sons or by listing the properties for sale with local real estate brokers. 

The disposition of mortgages is handled somewhat differently. It is the 
policy of the Office before offering mortgages for sale to invite the property 
owner to pay the balance of the mortgage or to obtain refinancing for that pur- 
pose through a private lending institution of his own choice. In a few cases of 
default, it has been necessary to resort to foreclosure proceedings. 

The Real and Personal Property Section is presently responsible for the 
operation of 8 real estate holding companies which remain of a total of 31 
such companies in which vesting action was taken. The real property of these 
remaining companies is being sold as quickly as possible with the aim of com- 
plete dissolution of the companies. 

The vesting program with respect to tangible personal property has en- 
compassed a great number of items, including household furnishings, jewelry, 
industrial diamonds, books, radios, cameras, ete. Practically all of this prop- 
erty has been disposed of in a series of public sales through the years since 
1942. Owing to the small value of most of the property still unsold, such sales 
are now held at infrequent intervals. The items of property are allowed to 
accumulate to an extent justifying the expense of a public sale. 


PATENT SECTION 


The Patent Section is responsible for the administration of vested patents, 
pending patent applications, patent holding companies, copyrights, motion pic- 
tures, trade-marks, and the vested foreign interests in prewar contracts relating 
to patents, copyrights and trade-marks. The prewar contracts consist of license 
or assignment royalty agreements entered into prior to the war by residents of 
the United States and nationals of enemy and enemy-occupied countries. 

The Patent Section has, with minor exceptions, completed the following three 
programs assigned to it in 1942: (1) The vesting of patents, copyrights, trade- 
marks, and prewar contract interests in such properties, which was 99 percent 
completed by the end of 1946; (2) the function of supervising properties owned 
by nationals of nonenemy countries which was terminated at approximately the 
same time; and (8) arranging for the republication in the United States during 
the war years of war-urgent German scientific periodicals, some within 2 months 
after their publication in Germany. This program was liquidated shortly after 
the war. 

At the present time, the functions of the Patent Section are limited to the 
administration of vested patents and patent applications, patent holding com- 
panies, copyrights, and trade-marks. 
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Patents 

Of a total of approximately 45,000 patents which were vested, all but about 
18,00 have either expired or been returned to their former nonenemy owners. 
Of the more than 5,000 patent applications which were vested, more than 2,000 
were abandoned because careful investigation showed that they were of in- 
sufficient value to warrant prosecution. A total of 3,091 patent applications were 
prosecuted to issuance of a patent to the Alien Property Custodian or to his 
successor, the Attorney General, and these patents are administered under the 
same policies applied to other vested patents. At the present time 140 patent 
applications remain to be considered for prosecution before the United States 
Patent Office. 

The basic policy in administering patents vested from nationals of enemy 
countries is to license them to all qualified applicants on a nonexclusive, revocable, 
royalty-free basis. This policy was adopted at the inception of the Office of 
Alien Property Custodian in 1942 in order to best carry out a Presidential 
directive that enemy-owned United States patents be made readily and freely 
available to American industry. On the other hand, patents in which a non- 
enemy interest is present or with respect to which a claim has been filed, are 
licensed, wherever possible, on a nonexclusive basis under royalty terms accept- 
able to the nonenemies who hold or claim an interest. 

The availability of vested patents for use by American industry was widely 
publicized throughout the United States and arrangements were made by the 
Office for the abstracting of many of the patents so as to facilitate their use. In 
all, 3,331 licenses have been issued since 1942. These licenses cover a total of 
14,870 patents, counting each patent as many times as it was licensed. 

The basic policy objective in administering vested interests in prewar con- 
tracts relating to patents is, first, to collect all royalties which have accrued 
under them and, second, to terminate them by mutual agreement with the other 
party. In cases where they are invalid under the antitrust laws, termination 
is effected by cooperation with the Antitrust Division of the Department of 
Justice. The cancellation of such contracts frees the patents covered by them 
for royalty-free licensing, and thus carries to its logical conclusion the considera- 
tions underlying the royalty-free licensing program. The total number of prewar 
patent contracts and claims of interests in patents which were vested is 1,090, 
and of these 656 remain to be administered. 


Patent holding companies 

Patent holding companies are companies whose property consists largely or 
solely of patents. The basic policy objective is to liquidate these companies, 
transfer their patents to the Office of Alien Property, and to license the patents 
on the same basis as vested patents. Where liquidation is impossible because 
of the existence of minority stock interests, it is the Office policy to sell its 
vested stock. A total of 23 such companies have come under the jurisdiction 
of the Patent Section and of this total 9 have been completely disposed of by 
liquidation or return: 8 have been transferred to the Liquidation Section of 
the Branch for final liquidation since all patent problems of these companies 
had previously been resolved, and a total of 6 remains to be administered. 
Preparation is now being made to offer the vested stock in one of these companies 
at public sale. 


Copyrights 

The basic policy with respect to copyright property has been to vest those 
copyrights in books, music, plays, and other scientific, literary, and cultural 
works which qualified persons have requested licenses to exploit. After vesting, 
such properties are licensed on royalty terms prevailing generally in the trade. 
The major exceptions to this basie policy of a selective vesting program were 
(1) the vesting in 1946 of approximately 500,000 works which were listed in 
certain German catalogs; (2) the vesting, at the request of the Army, of the 
rights in 125,000 items in the photographie collection of Hoffmann, Hitler’s per- 
sonal photographer: and (3) the vesting of motion-picture copyrights and 
motion-picture film. The vesting of copyrights in motion pictures was prompted 
by the fact that, unlike the overwhelming majority of enemy literary works, 
many of them were known to have monetary value. 

In all, approximately 650,000 copyrights have been vested, of which some 25,000 
were vested after the filing of license applications for their use or because they 
were covered by prewar contracts. Since 1942 over 1,500 licenses have been 
issued licensing the exploitation of scientific books, periodicals, dramatic works, 
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operas, other music, and motion pictures. Except for licenses issued to other 
Government agencies and for relatively minor uses, a royalty is charged because 
copyrighted material, unlike a patent, is as a practical matter susceptible to 
exploitation by only one person. In other words, though for the most part 
nonexclusive in terms, copyright licenses tend in fact to be exclusive. 

Since 1942 the foreign interests in 550 prewar copyright agreements have 
been vested. Of these 389 remain. Unlike the prewar patent contracts, many 
of the important prewar copyright contracts are those involving nonenemy 
foreign nationals and their administration by the Patent Section will cease upon 
their return to their former owners. Pending their return, the Patent Section 
collects all royalties which accrue under them. 

Trade-marks 

Since 1942 the Patent Section has vested 538 trade-marks and 42 prewar 
trade-mark contracts. Because general licensing or sale of trade-marks would 
result in a deception to the public, vesting action has been limited to trade- 
marks which were used on goods manufactured in the United States and trade- 
marks which could in fact be sold or licensed without a resulting public decep- 
tion. It is the basic policy to liquidate trade-mark holdings by sale to the 
person who is qualified to use them at a price fixed by negotiation after an 
independent evaluation has been made. Except for prewar trade-mark contracts 
which were owned by nonenemy nationals, it has been the policy to liquidate 
the contracts by selling the trade-mark to the American party to the contract. 
Of the total of 538 trade-marks which were vested, 376 remain to be disposed of, 
and of the 42 prewar trade-mark contracts which were vested, 29 remain to be 
liquidated. 

I trust that the foregoing description of the duties of the Management and 
Liquidation Branch has served to inform the committee both as to the scope 
of the work performed by the Branch and as to some of the detailed aspects 
of that work. The aim of the Branch is the liquidation of vested property still 
held by the Office as rapidly as is possible, subject to the limitations arising out 
of the litigation and claims pending with respect to such property. 

In conclusion, I wish to thank the committee for its kindness in permitting 
me to present this statement. 


Senator Dirksen. I wonder, however, if you would not summarize 
for us now this question of miscellaneous securities, what you have 
in a general way, and what the handling process has been and what 
that looks like in your asset account. 

Mr. Rust. I do not think I can give you those figures. The mis- 
cellaneous securities that are available for sale only come to me when 
they are available. Otherwise, they are retained, that is, jurisdiction 
over them is retained, in the Intercustodial and P roperty Branch. 

Senator Dirxsen. Tell us generally what the securities would be. 

Mr. Rusrn. The major portion of them are small holdings in 
listed securities or securities which are actively traded in over the 
counter market. We pick them up in odd vestings or they come out 
of estates. 

Senator Dirxsen. So, since they are liquid and negotiable, they can 
be converted into cash ? 

Mr. Rustin. Absent a claim or section 9 suit they are sold. 

Senator Dirksen. What is the gross amount here up to the last re- 
porting date? 

Mr. Rusty. For the 7 months of this fiscal year, that is, through 
January 1953, the Branch sold miscellaneous securities in the gross 
amount of $1,639,395.14. Those are all brokerage sales. 

Senator Dirksen. So those bring market prices. 

Mr. Rupr. They are sold at the market. We do not attempt to 
guess or estimate the market. As soon as they are available, they go 
out. 
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Senator Dirksen. You do not keep them unless there is a market 
rise on them ? 

Mr. Rustn. No. 

Senator Dirksen. That takes care of that matter pretty well. 

Now, we get to the real and personal property section. 

Mr. Narn. May I ask one question on securities ? 

You are familiar with the statement in the interim report with 
respect to the commissions paid to various brokerage houses. Merrill, 
Lynch, Pierce, Ferner & Beane, it was alleged in this interim report, 
have received average commissions of .01431 percent, whereas the 
average commission paid to all other brokers was .00670, and that 
Merrill-Lynch handled the largest volume of sales. 

Mr. Rusin. The word “commission” is not truly applicable here. 
Yo umust remember that the commissions are fixed by the New York 
Stock Exchange, and it is the same for all brokers. What happens 
occasionally is that we will pick up a large block of securities not 
normally traded in 2 or 3 days trading. The market does not absorb 
it. For example, we might pick up 4,000 shares of American Tobacco. 
The average trading for a week might show 5 or 7 hundred shares 
a day. What we do there is wait for the closing price on a given 
date, then have our securities man in New York call a half-dozen 
or more brokers and get a net bid. We know what the closing is, and 
the broker more or less underwrites it. 

For that, instead of paying a commission, we give him a concession 
off the price. For our bookkeeping method, not bookkeeping, but for 
statistical method, we show the gross closing price less the concession 
which we place in the commission column. It was a concession in 
some instances. We find in these instances Merrill-Lynch usually 
outbid anybody else. 

Senator Dirksen. The commission would be what ? 

Mr. Rusin. Whatever the Stock Exchange fixes. 

Mr. Narrn. When they handle over-the-counter securities, do they 
charge the usual New York Stock Exchange commission ? 

Mr. Rustin. The prevailing rate as set by the exchanges for han- 
dling over-the-counter shares, the rate does not vary. The brokers 
have a published list, as I understand. 


TESTIMONY OF CLARENCE SMITH, CHIEF, REAL AND PERSONAL 
PROPERTY SECTION, MANAGEMENT AND LIQUIDATION BRANCH, 
OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Senator Dirksen. Now, Mr. Smith, I see that in your Real and 
Personal Property Section, of course you had a variety of personal 
and real property in the first instance and along the line as acquisi- 
tions were made, that it also included the vesting of some mortgages, 
and that it ranged all the way from large tracts of timber in Texas, oil 
and gas leases in California, coal resources in Illinois, and so forth. 

Now, in your annual report for the fiscal year ending June 30, 1951, 
I observe that among the buildings that were included in the property 
that you acquired you had 137 commercial buildings, 82 commercial 
apartment buildings, 67 apartment buildings, 12 small hotels and 
rooming houses, 99 duplex dwellings, 662 single dwellings, and you 
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even seem to have 5 Japanese Shinto temples, which is a rather 
interesting acquisition. 

I wish you would give us a rather general statement about this 
property and its ramifications over the country, what you have done 
about it, how you have converted it, what the proceeds have been, 
what you still have on hand, and what steps you are taking toward 
an efficient liquidation of these property accounts. 

Mr. Smirn. Yes. 

Senator Dirksen. You might start in with the acquisition of prop- 
erty. For instance, take an item like dwellings, 662 single-family 
dwellings. Ostensibly those belong to enemy aliens or the citizens of 
countries in league with enemy alien countries, but I wish you would 
give us a little story on it. 

Mr. Smiru. That is true; they were formerly enemy-owned houses. 
When our vesting order is issued, it is published in the Federal Reg- 
ister. The first operation is to record that vesting order in the land 
records of the county where the property is located. When that is 
done, then we are the owner by the recording of that vesting order, 
At that time we take over the management of the property and as a 
result, because the owner is out of the country, some real-estate firm 
or law firm has the active management of the property. 

Senator Dirksen. Would that be true of a single dwelling also? 

Mr. Siru. Yes, sir. Almost invariably true, unless it was someone 
in there that might have been a relative of the vestee, which is the 
former owner, who was not paying any rent, the property would not 
possibly be under the management of anyone. 

Senator DixseNn. Were these in the main owner-occupied ? 

Mr. Smiru. No; they were not. You see, the owner was out of the 
country when we vested. He had to be under the control of the enemy. 
The house in most cases would be occupied and in most instances it 
would be by a tenant paying rent to someone, somewhere. That would 
be our first job, to make a probe of that property, get in touch with 
the agent, whoever he may be, find out the amount of rent he had ac- 
cumulated. We also take in any rent due and owing by the rental 
agent. 

We ask him for a statement of account. At the same time, if he is 
agreeable to continue to manage the property for us, until we can put 
it on the market, we get him to continue in that capacity. He will 
then turn over to our office all of the accumulated rent that he has in 
his possession and if he cares to continue the management of the prop- 
erty, he will tell us. 

Senator Dirksen. How were these diffused generally; were they 
located mainly in one section of the country or all over ? 

Mr. Smirn. Very widely scattered. 

Senator Dirksen. What is the status of these individual dwellings 
now? How many have you got left? There should be no difficulty, 
I suppose, in disposing of those? 

Mr. Smirn. We run up against the same problem there that we do 
in other vested properties, in that where ion are covered by title 
claims or section 9 (a) suits, we have to manage them, maintain them, 
collect the rent, and so forth, until those impediments are cleared. 

Senator Dirksen. What does your last report show on the number 
of dwellings you have left? 
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Mr. Smiru. As to that particular type, I did not bring those figures 
with me. I can tell you the parcels of real estate and it will include 
the dwellings as well as the apartment houses that are left. The 
majority of them are dwellings, I would say. 

We have had assigned to us 1,735 pieces of real estate. As of De- 
cember 31, we have 452 remaining. Of the 452, 325 are not available 
for sale right at this time. 

Senator Dirksen. Because of litigation or encumberances ? 

Mr. Smirn. That is right. It would be title trouble. On some of 
them there are disputes over the title. Probably it falls in 4 or 5 
categories as to why the sale cannot be held immediately. 

Senator Dirksen. At the end of the last fiscal year you reported 
137 commercial buildings. That was the total number that came 
under your jurisdiction or was that the number on hand ? 

Mr. Smirn. I did not write this. I would take it that was the num- 
ber that was taken over from the beginning, sir. 

Senator Dirxsen. I will give you the “caption here. It is prob- 
ably true. The real estate vested or acquired by the Office consists 
of $7,048,000 of urban property and $1,273,000 rural property. Of 
the urban real estate, $6,135,000 is improved, and $908,000 is unim- 
proved. So that would be your entire property account. 

Mr. Smrrn. That is right. 

Senator Dirksen. Give us a word about the nature of these com- 
mercial buildings that were vested and how they were diffused, 
whether they were large or small. 

Mr. Smiru. On the whole they were small and in the lower class 
areas of the cities. The largest piece of commercial property that we 
have sold was—some of them were in Chicago—they had a drugstore 
on the ground floor and some apartments on the second, third, maybe 
the fourth floor above. What we have done in those instances is to 
advertise these properties for sale. 

Assuming all objections are out of the way, we advertise them in the 
area Where they are located. We designate a representative in that 
area, selected from the local real-estate board to handle the sale for 
us. We advertise and direct all interested parties to get in touch 
with this particular real-estate firm for full particulars regarding 
the sale. 

A time is set for the opening of bids. The public is invited to 
attend. The bids are opened at a designated time, read aloud, and 
then the agent will forward all of that material and a full report 
of the conduct of the sale to us, all the checks and deposits, and so forth, 
received. 

On receipt of that report from this local agent, we will analyze the 
bids and determine whether or not the best bid is acceptable. We 
have the benefit at that point of an appraisal made by a local, well- 
qualified appraiser, together with our own knowledge of the opera- 
tion of the property, in 1 dec siding whether or not the best bid is reason- 
able and should be accepted. 

Senator Dirxsen. Is any of this real estate located outside of the 
country or have you disposed of most of these ? 

Mr. Smrrn. Some is locted in Hawaii, 1 parcel in Puerto Rico, and 
I think maybe 2 lots in Alaska. 
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Senator Dirksen. Now, you have disposed of some 1,300 parcels of 
real estate. Do you have a figure there indicating the appraised 
value and the amount received 

Mr. Smirn. No, sir, I have not. 

Senator Dirksen. Isthere sucha figure ? 

Mr. SmrrH. I can compile that for you, sir. In that connection, 
I would like to say that almost without exception our sales prices have 
exceeded the appraised valuations. If it is important that you have 
the remaining appraised values of these 435 parcels, I can filethem. I 
did not bring them. 

Senator Dirksen. You say the real estate vested or acquired by the 
office consists of $7,043,000 of urban property. There has to be a 
basis for that figure. That was the appraised value at the time of 
vesting. 

Mr. Smirn. That is true. 

Senator Dirksen. And who made that appraisal ? 

Mr. Smirn. That could have been made by the investigator when 
he went to look at the property, on the advice of local qualified people, 
who gave him an opinion. 

Now, that figure, by our experience, has been low. Those figures 
are, as you say, put in here from the investigator’s report of the esti- 
mate of value at the time of taking of the property. The property 
value in the real-estate market has increased so that that would be 
substantially more if you had up-to-date appraisal figures available. 

Senator Dirksen. This real estate we are talking about now is quite 
aside from any real estate that may be owned or “held by one of the 
going concerns that was vested. This is entirely separate and apart 
from those considerations ? 

Mr. Rus. That isright. 

Senator Dirksen. Were any large buildings included in any of 
these vestings or not ? 

Mr. Smiru. Not too large. I would say, subject to correction, that 
the largest single piece of vested real estate that we have sold would 
run into the neighbodhood of $200,000. They haven’t been real val- 
uable properties. 

Senator Dirksen. Now, your second category would be commercial 
apartment buildings, buildings containing both stores and apartments. 
Those are both rake and small, I takeit. You had 82 parcels. 

Mr. Surrn. I did not get your question. 

Senator Dirksen. The second category is commercial apartment 
buildings, buildings containing both stores and partments. Are 
those the ones you referred to a moment ago having a drugstore below 
and apar tments above ? 

Mr. Smiru. They are so closely related, they should be considered 
the same thing. 

Senator Dirxsen. Then you have apartment buildings, 3 apart- 
ments or more; were there any large apartments involved there in the 
67 parcels that come within that classification ? 

Mr. Smiru. Large to the extent maybe of 40 apartments in a build- 
ing. There is again the line of demarcation in the classification of 
these properties, one would so closely border on the other as to type. 
These are not what you would call large modern apartments. 
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Senator Dirksen. Now, you had 12 small hotels and rooming houses. 

Mr. Smirn. Some have been referred to as flophouses, It is a 
dollar a night proposition or a roominghouse that may rent by the 
week, three or four dollars a week, sometimes. 

Senator Dirksen. Nothing fancy like a metropolitan hotel ? 

Mr. Smiru. No, sir. 

Senator Dirxsen. Then you have 99 duplex buildings and 662 single 
dwellings, then for the edification of the world you might at least 
tell us about those Japanese Shinto temples. 

Mr. Smitn. Yes, sir. That is true, we took five of them. 

Senator Dirksen. Where were they located, here in the United 
States ¢ 

Mr. Smirx. All in Honolulu and Hawaii. I am not too well in- 
formed on the legal reasoning that was used in arriving at whether or 
not this sort of property should have been vested. I do know they were 
vested and we are administering them and trying to keep them up 
as best wecan. I think 1 or 2 of them were sold. ‘There are others on 
which claims have been filed and we cannot move them. 

Senator Dirksen. What was the theory behind the vesting of a 
religious edifice ? 

Mr. SmirH. I cannot answer that. 

Mr. ScH.eztncer. Senator, I was not here during the war when this 
was done, but as I understand it from trying to recall the whole 
picture, and I believe that you will recall that at one time during the 
war there was a great deal of thought, at least a belief in this country, 
that Shintoism was not truly a religion but since it included emperor 
worship, that it was part of the Japanese war ideology. This belief 
drew a distinction between Shintoism and true religion and said that 
the Japanese war culture was based upon Shintoism. Moreover, I 
should add that Shintoism was a state-directed religion and here 
we were at war with that state, Japan. It thereby differed from 
Buddhism in Japan. 

Now, I think as a result of greater knowledge obtained since the 
war, and as the result of American occupation in Japan, we have 
developed, I believe, that there are two types of Shintoism, one which 
can be called religious Shintoism and one which you would call 
political Shintoism. 

Now, these Shinto shrines in Hawaii, I am not clear as to their 
exact category. With respect to the one we still have we will have 
to make a determination as to whether it was with the political sect or 
the religious sect because I believe under the Japanese peace treaty 
we will return religious property. So that determination will have 
to be made, was it religious property or was it really state property 
through political Shintoism ¢ 

Senator Dirksen. It is a fine line. 

Mr. Scuiezineer. Mr. Creighton has called to my attention the 
fact that there was one 9 (a) suit involved on a temple in Hawaii 
which the Government lost and the temple was returned. 

Senator Dirksen. Are they occupied, are they being used by any 
sect or group insofar as you know?! Is there any revenue derived 
from them or are they just sitting out there? 

Mr. Smitu. We have endeavored from time to time to rent the 
temples. Now, the temple is a specialized type of property and not 
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suitable for anything other than another religious organization or 
maybe as a meeting place for a scout troop or something of that sort. 
The surrounding buildings, such as priest’s home, and that sort of 
thing, we have rented these and we have rented the temple on every 
occasion that would present itself. But to get a long-term lease on 
the temple, we have not been able to do it, but we have had tenants 
in it from time to time on special occasions. 

Senator Dirksen. Now, you have another classification of property 
here that deals presums ably with rural property entirely. 

Mr. Smiru. Excuse me, sir, at that point, in order that the record 
may be clear, as to the maximum size of the property that we have 
sold, I think I mentioned $200,000 to you a moment ago. In making 
that statement I was referring to property that we had directly vested 
and taken title to. I was not talking about a piece of real estate that 
may have been owned by one of the companies that the company sold. 

Senator Dirksen. You are speaking now of a vested going com- 
pany. 

Mr. Rupr. Real-estate holding company. 

Mr. Smrru. That we liquidated and put out of business. We have 
had a few properties in companies of that sort that have run larger 
than $200,000. What I was talking about a little while ago was the 
same type of vesting you were reading a report on. 

Senator Dirksen. How many of those holding companies were 
there? 

- Smiru. We have had 31 to date. We only have eight remaining 
and they are all practically liquidated. There are two properties 
left, both of them under lease and the sale to be scheduled. 

Senator Dirksen. You follow the same procedure there of adver- 
tising for bids and selling to the highest bidder ? 

Mr. Smitu. Yes. 

Senator Dirksen. I might wind up this matter by going back to 
your figure. You say you have 325 parcels left out ‘of a total of 
1,735. That includes urban real estate, not agricultural or rural 
property ? 

Mr. Smirn. That was 452 that we have on hand, sir. 

Senator Dirksen. Four hundred and fifty-two? 

Mr. Smiru. Yes, sir. 

Senator Dirksen. That is right, 325 where you are encountering 
some litigation difficulties. 

Mr. Smirn. That is right, sir. 

Senator Dirksen. Give us a word about the 425 remaining parcels. 

Mr. Smiru. They are of all types that you have referred to here 
in general. There will be agricultural land, there will be dwellings, 
some duplex. There is a small, an undivided interest in a small 
hotel. But the categories have not changed. It is just a smattering 
of all the different types we have had all along. 

Senator Dixsen. When do you expect to complete this liquidation 
other than those that are encumbered by litigation or otherwise ? 

Mr. Smiru. In that connection I could say that up to this point 
everything that we have received we have liquidated. We have 
liquidated 71 percent. Only 29 percent is left. Of course we are 
constantly getting additional properties. We have no control over 
that, because many of the properties we are getting now come from 
estates and trust vesting orders that were issued maybe 6 or 7 years 
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ago and distribution of these estates is just taking place now by the 
various courts throughout the country. So long as that goes on, we 
are continually getting properties. The operation will diminish. 
It cannot be completely wound up until all the estates are wound 
up. 

Senator Dmxsen. How many vestings have there been since the 
first of the new year ? 

Mr. Smiru. The first of this year? 

Senator Dirksen. Yes. 

Mr. Smiru. I cannot answer how many vestings there have been 
since the first of the year. 

Senator Dirksen. I mean real-estate vestings that fall within this 
category. 

Mr. Rusty. As Mr. Smith said, we received real estate from 2 
sources, some vested 6 or 7 years ago, the others direct vestings. I 
do not know the number, but I think by far the greatest number of 
real estates we have received arise from those estate vestings. 

[ do not recall any significant number of direct vestings within the 
last 2 months. 

Mr. Scuiezincer. Would you like us to supply for the record the 
number of new vesting orders since January 1, 1953, which is in 
effect including real estate? 

Senator Dirksen. Yes. 

(The information referred to follows:) 


[F-28-32014-B-1] 
DEPARTMENT OF JUSTICE, OFFICE OF ALIEN PROPERTY 
VeEsTING OrDER 19120 
RE REAL PROPERTY OWNED BY RETTY KNOLI- MUELLER AND OTHERS 


Under the authority of the Trading With the Enemy Act, as amended (50 
U. S. C. App. and Sup. 1-40) ; Public Law 181, 82d Congress, 65 Stat. 451; Execu- 
tive Order 9193, as amended by Executive Order 9567 (3 CFR, 1948 Cum. Supp.; 
8 CFR, 1945 Supp.) ; Executive Order 9788 (3 CFR, 1946 Supp.) and Executive 
Order 9989 (3 CFR, 1948 Supp.), and pursuant to law, after investigation, it is 
hereby found: 

1. That Betty Knollmueller, Karlo Knollmueller, Eleonore Knollmueller, and 
Renate Knollmueller, each of whose last known address is Marienhoehe, Post 
Sinzing bei Regensburg, Bavaria, Germany, on or since December 11, 1941, and 
prior to January 1, 1947, were residents of Germany and are, and prior to 
January 1, 1947, were, nationals of a designated enemy country (Germany) ; 

2. That the property described as follows: 

Real property situated in the County of Cook, State of Illinois, particu- 
larly described in Exhibit A, attached hereto and by reference made a 
part hereof, together with all hereditaments, fixtures, improvements, 
and appurtenances thereto, and any and all claims for rents, refunds, 
benefits, or other payments arising from the ownership of such property, 
is property which is and prior to January 1, 1947, was within the United 
States owned or controlled by, payable or deliverable to, held on behalf of 
or on account of, or owing to, or which is evidence of ownership or control 
by, the persons named in subparagraph 1 hereof, the aforesaid nationals 
of a designated enemy country (Germany) ; 
and it is hereby determined: 

8. That the national interest of the United States requires that the persons 
named in subparagraph 1 hereof, be treated as persons who are and prior to 
January 1, 1947, were nationals of a designated enemy country (Germany). 

All determinations and all action required by law, including appropriate con- 
sultation and certification, having been made and taken, and, it being deemed 
necessary in the national interest, 
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THERE IS HEREBY VESTED in the Attorney General of the United States the 
property described in subparagraph 2 hereof, subject to recorded liens, encum- 
brances, and other rights of record held by or for persons who are not nationals 
of designated enemy countries, to be held, used, administered, liquidated, sold, 
or otherwise dealt with in the interest of and for the benefit of the United States. 

The terms “national” and “designated enemy country” as used herein shall 
have the meanings prescribed in section 10 of Executive Order 9193, as amended. 

Executed at Washington, D. C., on January 13, 1953. 

For the Attorney General: 


[OFFICIAL SEAL] ROWLAND F. Kirks, 
Assistant Attorney General, 
Director, Office of Alien Property. 


Re real property owned by Betty Knolimueller and others. 


Exuisit A 


All that certain real property situated in the County of Cook, State of Illinois, 
described as follows: Lot Seven (7), in Block Five (5), in Arthur T. McIntosh 
and Company’s Plum Grove Road Development, Palatine, Illinois, being the 
Southwest Quarter (SW) of the Northwest Quarter (NW) and Northwest 
Quarter (NW) of the Southwest Quarter (SW) of Section 23, Twp. 42 N., 
R. 10 BE. of the 3rd P. M.; also that part of Section 22-42-10 commencing at the 
center of said Section 22 running thence North 9 chains and 72 links; thence 
East 19 chains and 70 links; thence South 19 chains and 66 links; thence West 
19 chains and 70 links; thence North 9 chains and 93 links; to the place of 
beginning. Also the North 30 acres of the Southeast Quarter (SE%) of the 
Northeast Quarter (NE) of Section 22. All in Township 42 North, Range 10 
East of the 3rd Principal Meridian. 


[ D—-28-18043] 
DEPARTMENT OF JUSTICE, OFFICE OF ALIEN PROPERTY 
VESTING ORDER 19122 


RE REAL PROPERTY OWNED BY THE PERSONAL REPRESENTATIVE, HEIRS, NEXT OF KIN, 
LEGATEES, AND DISTRIBUTEES OF LOUIS VERSEL, ALSO KNOWN AS LOUIS VERSHEL, 
DECEASED, AND OF SARAH HOLT VERSEL, DECEASED 


Under the authority of the Trading With the Enemy Act, as amended (50 
U. 8S. C. App. and Sup. 1-40) ; Public Law 181, 82d Congress, 65 Stat. 451; Execu- 
tive Order 9193, as amended by Executive Order 9567 (3 CFR, 1943 Cum. Supp.: 
8 CFR 1945 Supp.) ; Executive Order 9788 (3 CFR, 1946 Supp.) and Executive 
Order 9989 (3 CFR, 1948 Supp.), and pursuant to law, after investigation, it is 
hereby found: 

1. That the personal representatives, heirs, next of kin, legatees and dis- 
tributees of Louis Versel, also known as Louis Vershel, deceased, and of Sarah 
Holt Versel, deceased, who there is reasonable cause to believe, on or since 
December 11, 1941, and prior to January 1, 1947 were residents of Germany, 
are, and prior to January 1, 1947 were, nationals of a designated enemy country 
(Germany) ; 

2. That the property described as follows: 

Real property situated in the County of Aransas, State of Texas, and 
particularly described as Lot No. 7 in Block No. 229, being the same 
property conveyed to Louis Vershel, Sherman, Texas, by O. J. Dutton, 
W. Amos Moore and W. H. Wilcox, Trustees, by deed dated March 38, 
1910, numbered 156 and recorded April 18, 1910 in the office of the 
County Clerk of Aransas County, Texas, together with all heredita- 
ments, fixtures, improvements and appurtenances thereto, and any and 
all claims for rents, refunds, benefits or other payments arising from 
the ownership of such property, 
is property which is and prior to January 1, 1947, was within the United 
States owned or controlled by, payable or deliverable to, held on behalf 
of or on account of, or owing to, or which is evidence of ownership or con- 
trol by, the personal representatives, heirs, next of kin, legatees and dis- 
tributees of Louis Versel, also known as Louis Vershel, deceased, and of 
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Sarah Holt Versel, deceased, the aforesaid nationals of a designated enemy 
country (Germany) ; 
and it is hereby determined: 

3. That the national interest of the United States requires that the persons 
referred to in subparagraph 1 hereof, be treated as persons who are and prior 
to January 1, 1947, were nationals of a designated enemy country (Germany). 

All determinations and all action required by law, including appropriate 
consultation and certification, having been made and taken, and, it being deemed 
necessary in the national interest, 

THERE IS HEREBY VESTED in the Attorney General of the United States the 
property described in subparagraph 2 hereof, subject to recorded liens, encum- 
brances and other rights of record held by or for persons who are not nationals 
of designated enemy countries, to be held, used, administered, liquidated, sold 
or otherwise dealt with in the interest of and for the benefit of the United States. 

The terms “national” and “designated enemy country” as used herein shall 
have the meanings prescribed in section 10 of Executive Order 9193, as amended. 

Executed at Washington, D. C., on January 1, 1953. 

lor the Attorney General: 


[OFFICIAL SEAL] RowLanp IF’, Krrks, 
issistant Attorney General, 
Director, Office of Alien Property. 


({D-28-7926, A-1, B-1, C-1] 
DEPARTMENT OF JUSTICE, OFFICE OF ALIEN PROPERTY 
VESTING ORDER 19144 


RE BANK ACCOUNT, BONDS AND MORTGAGE OWNED BY ERNST OTTO REICHEL, ALSO KNOWN 
AS OTTO REICHEL, AND IDA REICHEL 


Under the authority of the Trading with the Enemy Act, as amended (50 
U.S. C. App. and Sup. 1-40) ; Public Law 181, 82d Congress, 65 Stat. 451; Execu- 
tive Order 9193, as amended by Executive Order 9567 (3 CFR, 1943 Cum. Supp.; 
8 CFR 1945 Supp.) ; Executive Order 9788 (3 CFR, 1946 Supp.) and Executive 
Order 9989 (3 CFR, 1948 Supp.), and pursuant to law, after investigation, it is 
hereby found: 

1. That Ernst Otto Reichel, also known as Otto Reichel, and Ida Reichel, each 
of whose last known address is 70 Chemnitz Street, Burgstaedt, Germany, on or 
since December 11, 1941, and prior to January 1, 1947 were residents of Ger- 
many and are, and prior to January 1, 1947 were, nationals of a designated 
enemy country (Germany) ; 

2. That the property described as follows: 


a. That certain debt or other obligation of Berks County Trust Com- 
pany, Reading, Pennsylvania, arising out of a blocked trust account en- 
titled Mrs. Elise Godshall, Trustee for Otto and Ida Reichel, nationals 
of Germany, and Henry Karl Godshall, as their interests may appear, 
maintained at the aforesaid bank, and any and all rights to demand, 
enforce and collect the same, 

b. Five (5) United States of America Series E bonds, dated May 1942, 
numbered and in the face amounts as follows: 


Number: Face Amounta 
DT elgisc inielh ~ ceeireninieniiea wn detibnetinta wiles $25. 00 
tbl oT). D | i. ili, sisi ash ac detipiaiaendiil <mizteie, deste Silas 500. 00 
Be iia Sisdigs stun dnc digeiihiheiinsatiha Prices vit tan lampaiemanetncde tee 500. 00 
A Mi iistcctpnnnath dinntingentnlin teepitiaainhisn wniae em iimdaanebiliies 100. 00 
I escnetiitadtintniid Daina diheatian manic aay dhe ne a 100. 00 


registered in the names of Mrs. Elise I. Godshall or Mr. Henry Karl 
Godshall, presently in the custody of Berks County Trust Company, 
Reading, Pennsylvania, in an account entitled Mrs. Elise Godshall, Trus- 
tee, for Otto and Ida Reichel, nationals of Germany, and Henry Karl 
Godshall, as their interests may appear, together with any and all rights 
thereunder and thereto. 
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ec, A mortgage, executed March 3, 1934, by Kermit Godshall and Elsie, 
also known as Elise I. Godshall, husband and wife, as mortgagors, to 
Ernst Otto Reichel as mortgagee, and recorded March 3, 1934, in the 
Office for Recording of Deeds in and for Berks County, State of Pennsyl- 
vania, in Mortgage Book No. 523, page 13, etc., and any and all obliga- 
tions secured by said mortgage, including but not limited to all security 
rights in and to any and all collate ral (including the aforesaid mortgage) 
for any and all such obligations, and the right to enforce and collect 
such obligations, and the right to possession of the aforesaid mortgage, 
and any and all notes, bonds, and other instruments evidencing such 
obligations, is property which is and prior to January 1, 1947, was 
within the United States owned or controlled by, payable or deliverable 
to, held on behalf of or on account of, or owing to, or which is evidence 
of ownership or control by, Ernst Otto Reichel, also known as Otto 
Reichel, and Ida Reichel, the aforesaid nationals of a designated enemy 
country (Germany) ; 
and it is hereby determined: 

3. That the national interest of the United States requires that the persons 
identified in subparagraph 1 hereof, be treated as persons who are and prior to 
January 1, 1947, were nationals of a designated enemy country (Germany). 

All determinations and all action required by law, including appropriate con- 
sulation and certification, having been made and taken, and, it being deemed 
necessary in the national interest, 

THERE IS HEREBY VESTED in the Attorney General of the United States the 
property described above, to be held, used, administered, liquidated, sold or 
otherwise dealt with in the interest of and for the benefit of the United States. 

The terms “national” and “designated enemy country” as used herein shall 
have the meanings prescribed in section 10 of Executive Order 9193, as amended. 

Executed at Washington, D. C., on January 21, 1953. 

For the Attorney General: 

[OFFICIAL BEAL] ROWLAND F’. KigKs, 

Assistant Attorney General, 
Director, Office of Alien Property. 

Senator Dirksen. Now, if my arithmetic is correct, you have 453, 
of which 325 are beset by some type of legal roadblock. How quickly 
do you expect to dispose of the remaining 127 parcels? 

Mr. Smirn. Of those 127, only about 17 are involved that we would 
consider appropriate for public sale. The other parcels included in 
that category, the majority of them, had previously been offered at 
public sale; no acceptable bids or in some instances no bids were 
received. ‘Those parcels have been listed with the local real-estate 
brokers operating in the various areas where these properties are 
located and they are constantly being pushed, I would say, to develop 
offers for these properties. 

In some instances we are negotiating direct with persons who have 
indicated interest in acquiring ‘them. Then in the 197 there are quite 
a number that are not of sufficient value to justify the expense of a 
public sale. We are doing the same thing with those in listing them 
with the local real-estate brokers and negotiating direct with persons 
who are interested in making an offer. They comprise small vacant 
lots, in some places cemetery lots. The value is too small to justify 
the expense of advertising and the agent’s fee for the handling of the 
sale. 

That is the effort that is being put into all of that 127. Every one 
of them falls in that category, with the possible exception of 15 to 17 
that we will advertise. 

Senator Dirksen. Now, in your rural property you indicate around 
88,000 acres of land of various kinds, agricultural, sand and oil, wooded 
land, and other. Give usa word about that. 
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Mr. Smirn. There again they are scattered throughout the various 
States. I guess the State having the largest acreage probably is the 
State of Californi: 1. Some of this land is only good for grazing. It 
may have certain mineral deposits or if it is a ‘farm, it is being rented 
on a sharecrop basis, if that is the practice in the area where it is 
located. In some instances we get a flat rental for it. We receive 
from the gross proceeds from the sale of the crops the usual percentage 
that is paid between tenant and landowner in that area. 

However, those properties there, like the rest of them, are sold 
just as soon as everything is available so that they can be offered. 

Senator Dirksen. Do these figures include the mortgages that may 
have been vested on property or not, or is that a separate classification? 

Mr. Sarrn. That is a separate classification. Would you like the 
figures on the mortgages, sir? 

Senator Dirksen. Yes. 

Mr. Smiru. We have received a total of 808 val as of the 
end of the year, December 1952. Of that, we have 155 remaining, 
and included in the mortgages are also mortgage participation certi- 
ficates which are being hquidated by the various trustees who were 
put in many yearsago. We are liquidating those. 

With respect to the usual type of mortgage, before we try to sell it, 
we will try to get the property owner to refinance it somewhere else. 
In many instances they are ready to pay it off. They have had dif- 
ficulty getting an assignment because the person servicing the mort- 
gage did not have the proper power to give the assignment. 

We will try to get the property owner to pay it off, and in that way 
we get 100 cents on the dollar. On some of these mortgages, if you 
would put them up for sale, our experience has been that the purchaser 
invariably wants a substantial discount because most of them are 
due, because of the long period in the past since they were entered 
into. 

The owner can come in and pay it off tomorrow; therefore a pur- 
chaser is going to have to have a substantial discount to guard against 
that sort of loss. 

We find, and it has worked exceedingly well so far, that in w orking 
with these property owners to get either refinancing or give them the 
privilege of paying off, we come out with full liquidation plus in- 
terest to the date. 

Senator Dirxsen. Having a proper rate regard, of course, for the 
legal difficulties which may be involved, when do you apprehend that 
the balance of this property can be disposed ? 

Mr. Smrrn. If we could proceed at the same rate we have in the 
past, and I see no reason why we cannot, except for these exceptions 
that you have mentioned, it would be 4 or 5 years if we were not get- 
ting any more property. If they were cut Tight off today and you 
threw out the injunctive procedures under section 9, the principal 
part of the liquidation should run about that period. 

Senator Dirksen. What allocation of the budget ceiling is made 
to your section for the handling of real estate? 

Mr. Surrn. My pavroll is $94,000 a year. 

Senator Drrxsen. How many people do you have? 

Mr. Smrrn. Sixteen. Six of them are girls. 

Senator Dirksen. Now, Mr. Smith, suppose you tell us a little some- 
thing about yourself. Have you always been in government? 
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Mr. Smirn. No; prior to that I was in the accounting department 
of Peoples Drug Stores for a few years, but since 1924 I have been 
constantly in the Government, in the real-estate business. 

Senator Dirksen. Since 1924? 

Mr. Surrn. Yes, sir. 

Senator Dirxsen. That is a rather substantial period of time. 

Mr. SmirnH. That is 19 years, and it has been all in the real-estate 
field—1934, excuse me. In the beginning I was with Home Owners 
Loan Corporation, which, as you are probably familiar, was a mort- 
gage servicing and later on a property management and liquidation 
proposition. 

Senator Dirksen. What is your civil-service rating? 

Mr. Soirn. Fourteen. 

Senator Drexsen. I think as a highlight that will serve our pur- 
pose except to ask you what suggestions have you to make for the 
more expeditious liquidation of these properties and these functions 
that will get the Government out of this business finally ? 

Mr. Smirn. Of course, I think in view of the fact that, as I have just 
indicated a little while ago, of the properties that we can advertise 
for sale there are only 17, we are going just as fast as anyone could go. 
You could double our personnel, we could not go any faster right at 
this time because of the impediments we have no control over. Seven- 
teen properties, we offer that many ina month. But there are —— 
ties that no one will buy, or properties that someone is willing to buy 
but will not give what we think is a fair price. There are those types 
here. 

We are using the best means throughout the country to work them 
off, and we are constantly selling them. Since the first of the year 
we have sold 10, and we have 6 offers that are acceptable in the Office, 
16 within a period of less than 2 months. They are constantly being 
worked on. So, to answer your question, this operation cannot be 
ended until we can stop property from coming in through these estates 
and trusts also the injunctive procedures of section 9 and title trouble 
where the title company raises objections to titles to these properties 
delays liquidation—you have to clear those or you cannot sell the 
properties. Some of them involve rather valuable property, and the 
purchaser is not going to give a fair price for that property so long 
as he knows there is a serious title difficulty. We have had to go to 
Germany, we have had to go to other countries to get information to 
satisfy the title companies. That is working along. I still think that 
if no new properties were coming in, that probably in a period of 4 
or 5 years, substantially, we can get rid of them. 

Mr. Naren. In connection with the services which are necessary for 
these properties are appraisals, and management services and the sales 
agents, insurance, repairs, advertising. Do you follow the same 
procedure as Mr. Rubin outlined with respect to vested corporations 
in seeking the services for these various real-estate holdings? Does 
the Director furnish you with the names when you request the particu- 
lar service? 

Mr. Smiru. In this particular type of operation, if there is an agent 
in charge of the property at the time we take it that operates it to our 
satisfaction and if he is agreeable to continue, we let hive stay. 

Sometimes an agent is glad to get rid of this property and wants 
somebody else to take it. But where we appoint a new agent, to 
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answer your question, we will go to the roster of the National Associa- 
tion of Real Estate Boards and get a qualified member and submit his 
name to the Director with the recommendation that he communicate 
with him and ask him to handle this property for us. 

Mr. Nairn. In that respect you differ with the recommendations 
Mr. Rubin makes where he does not offer the name of the individual ? 
You look for a qualified individual and suggest that name in con- 
junction with your request for the fur nishing of the service ? 

Mr. Smiru. Yes. We give the name. Of course, the situation is 
(lifferent to this extent, that we are the owners of the property that 
we handle, the title is in our name, whereas, in the other case it is a 
corporate matter. 

Mr. Natrn. Title is in the Attorney General in the other. The title 
is in the corporation, he owns the stock. 

Mr. Smiru. Yes. 

Mr. Nairn. But he has no interest in these services. Is that because 
these are just small services, would you say ¢ 

Mr. Sairu. No, we follow that on vested property right straight 
through. 

Mr. Natrn. Mr. Rubin, I would like to ask you, then, why would you 
say that the difference exists between these two? Why do you submit 
a request for services without the suggestion of a name and a legal 
retainer, and the real-estate section when they need some services send 
along a name with their recommendation / 

Mr. Rusty. Consistent instructions to me have been to refer those 
matters to the Director. 

Mr. Nairn. You do not know why? Again we go back up to the 
instructions to you. 

Mr. Ruery. In most instances the service is required and the pay- 
ment for it is far in excess of what will accrue to these real-estate 
people. In a lot of these real-estate services we have difficulty of get- 
ting an agent because of the small value of the property. 

Mr. Nairn. That is exactly what I am trying to bring out. Are 
these instruc t ions you refer to in writing ¢ 

Mr. Rusiy. No, sir. 

Mr. Narn. Who told you that? 

Mr. Rusty. That is something that has come along for a number 
of years. I do not remember when it first started, but it is the practice. 

Mr. Narrn. Thank you. 

Senator Dirksen. Mr. Smith, some of these properties were cor- 
porately owned, I suppose, that we have been talking about ? 

Mr. Smirn. The latter ones on the schedule you read from, no, sir. 

Senator Dirksen. What were the boards you served on? You 
served on a variety of boards, did you not? Were those on other 
properties? 

Mr. Smirn. Those were on certain of the corporations that owned 
some parcels of property, yes, sir. 

Senator Dirksen. That is the reason I asked that first question. 
Whether some of this property was corporately owned where it had to 
be administered perhaps by a board of directors 

Mr. SmirH. We have that type of property, yes, sir. 

Senator Dirksen. Did you serve as an officer or director of some of 
these properties or did you serve on boards of the type of property we 
have been discussing with Mr. Rubin? 
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Mr. Smirn. I have only served on real-estate holding companies, 
sir. 

Senator Dmxsen. I see. So there because of the interest of your 
section in that particular type of property you became an officer of 
the company or a director, I assume / 

Mr. Smirn. That is right. My section, you see, comprises a part of 
the management and liquidation branch and that type of company was 
assigned to my section. As I say, we have had 31 of them altogether, 
only 8 remaining. 

Senator Dirksen. I think that is sufficient for the moment on this 
real-estate matter. 

Now, I would like to ask Mr. Lichlyter some questions. I might 
swear you in. 

You solemnly swear the testimony you are about to give will be the 


truth, the whole truth and nothing but the truth, so help you God ? 
Mr. Licuiyrer. I do. 


TESTIMONY OF PAUL LICHLYTER, CHIEF, PATENT SECTION, 
MANAGEMENT AND LIQUIDATION BRANCH, OFFICE OF ALIEN 
PROPERTY, DEPARTMENT OF JUSTICE 


Senator Dirxsen. Tell us what you do and what your official sta- 
tion is and give us a little of your background. 

Mr. Licuryrer. I am chief of the Patent Section. That comprises 
also trademarks, copyrights and contractual relationships pertain- 
ing to those types of properties. My past experience has been with 
the administration of property of various types 7 my working life. 

After getting out of the Army in World War I, I went into the 
banking business. I was engaged for 13 years * commercial and 
fiduciary banking. After that I was in real estate, with the Home 
Owners Loan Corporation, in the granting and servicing of mortgage 
loans. 

Then in August of 1942 I came into the Office of Alien Property as 
an assistant chief of the Division of Patent Administration. And I 
am still here. 

Senator Dmxsen. You are not a patent attorney per chance? 

Mr. Licutyrer. No, sir. 

Senator Dirksen. Either in law or in fact? 

Mr. Licutyter. No, sir. 

Senator Dirksen. I understand there are two kinds, one being a 
patent attorney in fact and the other a patent attorney in law. 

Mr. Licutytrr. I am neither, sir. 

Senator Dirksen. So your work has been mainly with the ad- 
ministration of this type of property that has been accumulated? 

Mr. Licutiyter. Yes, sir. 

Senator Dirxsen. First, tell me, do you vest the patents quite aside 
from going concerns? I would assume, for instance, that General 
Analine must be the holder of some patents, very likely. 

Mr. Rusrn. They retain title to those. 

Senator Dirksen. So the patents we are dealing with here in the 
Patent Section are patents unenc umbered by any type of property 
interests that are vested. The patents stand by themselves. 

Mr. Licutyter. There are many patents th: at stand by themselves, 
but there are also others involving rights and interests such as prewar 
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contracts entered into by American industrial concerns with the Ger- 
man owners of the patents. There were some 7,000 patents, I believe, 
in that category. With respect to these we have vested the foreign 
interests in the contracts and have been administering the contracts 
since that time. 

The great bulk of them, however, were loose, what we speak of as 
“loose” patents. 

Senator Dirksen. To what extent were Japanese patents involved 
here ? 

Mr. Licutyter. They were all vested, i. e., the Japanese patents 
that stood of record in the Patent Office were vested. But there were 
not so many of them. We later found they were not of too much 
significance. 

The overall total of patents seized by the Office of Alien Property 
is eer 45,000. In addition to that there was some 5,000, 
or a little more than 5,000 pending patent applications. Those are 
applications that were pending before the Patent Office at the time 
they were seized and we continued to prosecute those applications 
before the Patent Office. 

Senator Dirksen. What was the method of registering patents 
over here by the Japanese? Did they do it on an individual basis or 
did they have some organization through whom they worked ? 

Mr. Licuiyrer. Mostly I believe on an individual basis. Some of 
it was handled through firms, but most of the Japanese patents I 
think were design patents. 

Senator Dirksen. There was in every case a record in the Patent 
Office as to what Japanese patents either had been issued or were 
pending at the time? 

Mr. Licutyrer. Yes, sir. 

Senator Dirksen. So that by serving a notice virtually upon the 
Patent Commissioner you had the whole business in your lap 

Mr. Licutyrer. They were very cooperative with us. We actually 
pat people in the Patent Office which they assisted in every way to 
ocate patents standing of record in foreign nationals so that we 
could identify them in the vesting orders. 

Senator Dirksen. There has been a reference here to 23,711 active 
patents. What percentage of those were Japanese? Just make a 
rough guess from your experience. 

Mr. Licuiyrer. A very small percentage of them. We have a chart 
here that shows from whom the patents were vested. 

Senator Dirx.zn. There is only one reason for those questions 
really, to find out how many were Japanese. I was always under 
the impression they were very skillful and adept at copying what 
another country did, but they were not too imaginative in thinking 
and contriving. I thought probably here might be some evidence of 
whether that was true or not. 

Mr, Scuiezincer. The Office of Alien Property experience is prob- 
ably just as good a test as any that would be in this country. I believe 
of the 45,000 vested patents—I do not know whether Mr. Lichlyter 
has the information or not—we would find that they are mostly Euro- 
pean patents and that the percentage of Japanese is very small. This 
would mean that the number of original Japanese inventions was small. 

Mr. Licutyrer. There were 1,215 Japanese patents, and some 72 
patent applications. 
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Senator Dirxsen. Now, Mr. Schlezinger uses a figure of 45,000 in 
the interim report they refer to, 23,711 active patents : and 742 contracts 
and license agreements relating to patents. 

Mr. Licutyrer. That is true, sir, the overall total vested was, a few 
more or less, about 45,000. As you know, patents are issued for a 
specific period of time, 17 years, and a great many of them have ex- 
pired. In fact, a large number of them have expired since they were 

vested. Then under the return statute under which our Claims 
Branch operates, those patents that were seized from the so-called 
enemy occupied countries are subject to return and a great many of 
those have been returned. Our present total of live ps tents at the end 
of the year was roughly 18,000 out of a total of 45,000. Part of those 
comprising the difference have been returned, but the remainder has 
expired. 

Senator Drrxsen. So those are no longer a concern of your Office 
after expiration date? 

Mr. Licutyter. No, sir. 

Senator Dirksen. Have any of them, when they were still alive and 
unexpired, been sold and on what basis? 

Mr. Lacniyter. No, sir; we have never sold a patent to my knowl- 
edge. 

Senator Dirksen. How do you handle it? 

Mr. Licuiyrer. They are licensed on a revocable, nonexclusive, 
royalty-free basis. 

Senator Dirksen. To whom does that license run? 

Mr. Licutyrer. To any eligible individual who desires to use the 
patent. 

Senator Dirksen. Does the Patent Office issue that license or is it 
done through the Attorney General ? 

Mr. Licutyrer. We do it in our Office for the Attorney General. 

Senator Dirksen. So you are really the licensor? 

Mr. Licutyter. Yes, sir. 

Senator Dirxsen. So you have some bookkeeping work then unless 
that is transferred elsewhere when we run out of this patent show, is 
that right, unless that function is transferred elsewhere? 

Mr. Licuiyrer. It does not require too much bookkeeping, but we 
do have some recordkeeping of course. It requires some work to keep 
track of the large bulk of patents. 

Senator Dirksen. Now, for conveyance purposes, do you charge a 
dollar or a dollar a year or is it done wholly on a completely gratis 
basis ? 

Mr. Licuiyter. We charge an administrative fee of $15 per patent. 
It is not a royalty. It is an administrative fee to defray the cost of 
checking the title and preparing the license. 

Senator DrrKsen. ow, is that all you do, operate the Patent 
Section ? 

Mr. Licuiyter. Yes, sir. 

Senator Dmxsen. What is the allocation of administrative cost to 
your section ? 

Mr. Licutyrter. I believe, sir, it runs at the rate of about $180,000 
a year. 

Senator Drrxsen. I do not suppose the administrative fees you 
charge will offset the amount that 1s expended in your section ? 
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Mr. Licutyrer. Not in fees, but our income would much more. I 
looked that up just the other day. For the past 10 years the income 
collected by the Patent Section will average about $3 million a year. 
It is presently running at the rate of about a million and a quarter a 
year. 

Senator Dmxksen. That means, of course, that you would derive 
income from something besides licensing patents. 

Mr. Licuiyrer. Yes, sir. That is from the prewar patent and pre- 
var copyright contracts. On the copyright licenses that we grant we 
charge a royalty at prevailing rates in the trade. 

Senator Dirksen. Give us a little more detail on that subject. 

Mr. Licutyter. The copyrights or the patents? 

Senator Dirksen. The ones you just referred to. 

Mr. Licutyrer. The patents I think you referred to, sir, we had 
originally about a thousand, over a thousand, so-called prewar patent 
contracts or interest claims in patents where there may or may not be 
roy: alties pay: able. Those are now down to about something over 600, 
of which approximately another hundred have expired, but they have 
to be audited and, following the audit, we settle any differences that 
may show up in the audit. 

Senator Dirksen. Who made those contracts in the first instance? 

Mr. Licntyrer. American industry, some of our very best blue-chip 
companies made them with German concerns and individuals. 

Senator Dirksen. They are operating under foreign patents cov- 
ered by a contract which no doubt calls for certain provisions including 
the payment of royalties. 

Mr. Scuirzincer. May I correct that, sir? In all cases these would 
be United States patents, but they would be United States patents 
owned by a German company which has licensed them to the American 
company and we have vested the German licensor’s interest in this 
country. 

Senator Dirksen. The alien would be the basic holder? 

Mr. Scutezincer. Yes, but it would be a United States patent. 

Senator DikKsen. So those contracts continue and you continue to 
collect from the American industries? 

Mr. Licutyter. Yes, they continue much the same as p: itents. They 
expire as the patents expire. For the most part, the contract is dead, 
terminated at the expiration of the patent. 

Senator Dirksen. How long have some of those contracts to run? 

Mr. Licnryrer. I believe that some of them run maybe as long as 
1960. 

Senator Dirksen. Those would be salable contracts, I assume, that 
if they were offered for a consideration, somebody would purchase 
them and particularly there should be an interest on the part of those 
who pay royalties under those contracts. 

Mr. Licuiyver. Yes, sir; the licensees would be the bidders, I think. 
Whether anyone else would bid or not, I do not know. 

Senator Drrxsen. Is there any kind of legal roadblock standing in 
the way of selling those as personal property, which they would be? 

Mr. Licutyrer. I am not a lawyer, Senator, I could not answer the 
question about the legal roadblocks. 

Senator Dirksen. Mr. Schlezinger can answer that, I am sure. 

Mr. Scuieztncer. I am not too clear. As I understand it, the 
patent contract attorneys in the Patent Section attempt to work out 
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settlements of these contract interests with the American licensees. 
In many cases they have worked out settlements. In reaching settle- 
ment, they really try to estimate the future life of the patents, the 
future income and then the parties try to get together. Those nor- 
mally become very long and involved negotiations and difficult ones. 
It is not like putting some stock up at a public sale and you take a 
sealed bid. You are dealing really with one party on the other side, 
and you are trying to negotiate down to the settlement. In a good 
many cases there are questions involved as to the validity of the con- 
tract interest, too. ou have to work those out. I think some of 
the cases have been held up because the contracts involved have been 
considered illegal under the antitrust laws. 

We are getting into the international cartel field, of course, in these 
patent contracts, and the Patent Section attempts to work out with 
the American licensee new conracts that will remove the objectionable 
provisions. In other words, reform the contract before the settlement 
is reached. 

Senator Dmxsen. Now, the report indicates there were something 
in excess of 700 such contracts. To what extent have any of those 
either been disposed of or revamped and then sold or liquidated in 
one fasion or another ? 

Mr. Licutyrer. Some of them have expired. This report is as of 
June 30, 1951. At the present time we have, I believe, about 650 of 
these contracts and other contractual relationships left to administer, 
but over a hundred of them have actually expired. They have termi- 
nated because the patents have expired. However, there is still some 
work to do on them. In other words, there are audits to make and 
then the working out of an agreement with the licensee to collect any 
money that is shown to be due. 

Senator Dirksen. Now, tell us something about your activities in 
the copyright field ? 

Mr. Licutyter. The copyrights, of course, are a lot more numerous 
than patents. We have attempted all along to vest them on more or 
less a selective basis. However, there are a couple of instances where 
large blocks of copyrights were vested. For the most part the copy- 
rights that were used in this country were under contract. The 
foreign interest in the contract was vested but not the copyrights. It 
is pretty much the same as patents. I think we vested 550 of these 
prewar copyright contracts. I believe there are some 380 left. The 
others, mainly of French or Italian origin, have been returned. 

Senator Dirksen. Then you had some trade-marks. 

Mr. Licutyter. Trade-marks were vested on even a more selective 
basis. Trade-marks are rather difficult to deal with because if they 
are not handled properly, they result in deception to the public. 
believe we have vested a total of 538 trade-marks. There are only 
three-hundred-some-odd left. 

I might say that for the most part they were only vested in cases 
where trade-marks were used in this country under contracts. The 
were used on goods manufactured in this country, even though the 
foreigner owned the trade-mark and the user in this country usually 
paid a commission or a royalty to the foreign owner. 
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We vested those trade-marks for the purpose of collecting the royal- 
ties and commissions that would be payable for the most part to 
Germans or other enemy nationals. 

Senator Dirxsen. I have seen no estimate of the value of patents, 
trade-marks, and copyrights. I presume it is fairly impossible to 
append a value to them. 

Mr. Licuiyrer. It is practically impossible because their value 
depends on their use. 

Mr. Scuiezincer. There is another reason in not evaluating patents. 
As Mr. Lichlyter mentioned earlier in his testimony, with respect to 
the basic free patents which are not involved in the patent contracts, 
it has been the consistent policy of the Government since 1942 to license 
those patents on a royalty-free basis, with only the payment of the 
administrative fee. So that it is not like income from producing 
property. 

Patents were vested originally for the benefit of the war effort. 
That has been the Government’s policy, which has been testified to 
over and over before congressional committees and referred to in 
congressional reports. It has been the policy to disseminate this 
enemy and foreign technology on the widest possible basis to the 
American public, which means on this royalty-free basis. 

Presumably, some day in the future—most of these patents will take 
care of themselves through expiration. But if it became necessary 
to liquidate the office, if all other matters were disposed of, presum- 
ably the remaining patents could just be giveth thrown into the 
public domain for the benefit of the entire American public. 

Senator Dirksen. As a practical matter, to what extent has Amer- 
ican industry and commerce availed itself of the formulas, processes, 
and patents that have come into our hands as a result of conflict? 

Mr. Licuuyrer. Very widely, sir. First, I should point out that 
the number of licenses that we ea granted on a royalty-free basis, to 
be exact, is 3,331. That covers a total of 14,870 patents, counting each 
patent every time it has been licensed. 

There has been multiple use, of course, from the royalty-free, non- 
exclusive policy. I think the total number of actual patents used 
would be somewhere roughly around 9,000. So it is evident that be- 
tween the 9,000 figure and the 14,000 a lot of them have been used by 
various firms. 

Senator Dimxsen. Now, it would be worth a $15 gamble on any- 
body’s part if he envisioned difficulties ensuing from some patent that 
was running around loose that was in a Government agency, he could 
well afford to spend $15 to get himself a license. 

But the question I had in mind was: To what extent are they ap- 
plied, put in use, become the foundation either for new industry or 
the expansion of old industries ? 

Mr. Licutiyrer. They have been used very widely. We require a 
report, just a general report annually. Those reports have shown 
aaiele of millions of dollars of production under the licenses 
granted by our office. However, our primary objective in the early 
days was to encourage the use of the inventions and processes covered 
by these patents, in the war effort. There was a world of war produc- 
tion that was secret. We do not know how much. There is no way 
now to tell. But we do know from our records that they were very 
widely used. 
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Mr. Nairn. Mr. Lichlyter, what purpose is served other than the 
question which the Senator just asked of licensing these patents for 
$15 and keeping the records which must and necessarily take some ad- 
ministrative personnel. Why were not these patents just thrown open 
to the public use without any further ado? 

Mr. Licutyter. I believe that our legal fellows will tell you that we 
have no right, or at least it is questionable whether we have a right, 
to give away Government property without some type of consideration, 
at least something approaching adequate consideration. That is one 
reason. 

Another reason was that we sought to avoid placing any impediment 
in the way of final or ultimate disposition of this property by the 
Congress. We did not know then, we do not know now, what the 
ultimate disposition is going to be. Had we dedicated the property, 
it would have been disposed of forever. We do not know, maybe this 
Congress or some future Congress may say give it back to the former 
owner. 

Mr. Scuiezincer. May I say that for a substantial period of time, 
any such dedication was impossible. You see, the patents tie into the 
claims program. As long as the statute of limitations was open for 
filing claims, you had to retain the patents so that they could be claimed 
and then of course those patents that are subject to claim must be 
retained. As opposed to other properties, it should be noted that the 
Government pursued the policy during the war of vesting all foreign- 
owned patents, not merely enemy-owned patents, that is patents owned 
by residents of the occupied territories. This was done so that tech- 
nology could be made available for the benefit of American industry 
in the war effort. Asa result of that action, a tremendous number of 
claims have been filed because all of the French patents were vested 
and all the Netherland and Norwegian patents, and so on. A very 
substantial part of the patents have been returned, of course, but a 
number of patents in the 18,000 that remain are subject one way or 
another to dain. 

It would seem as a practical matter, since they are expiring all the 
time, that the proper time to lay the question of dedication of the 
remaining patents before Congress would be when substantially all 
of the claims have been disposed of. Then we would not have the 
problem of individual dedication as each claim is disposed of. To do 
it en masse afterwards would, I think, be a far simpler matter. 

Senator Dirksen. Where did you acquire 20 million feet of motion- 
picture film ? 

Mr. Licutyrter. A lot of it was in this country, at the time the war 
came on. The largest amount of it was brought in by the Army, the 
Signal Corps, the Navy, and other Defense people after the war. 

Senator Dirksen. That is film then that they captured overseas and 
sent here? 

Mr. Licuiyter. Yes. 

Senator Henninos. You have films of Marlene Dietrich, Emil 
Jennings, and at ee 

Mr. Licutiyter. Yes sir. 

Senator Dirksen. What is the nature of this film ? 

Mr. Licuryter. All types of film, normal runs of pictures you might 
say, shorts, scientific and educational shorts, advertising, travelogs, 
and some documentaries. 
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I would like to point out at this time, if I may, sir, that one of the 
films we received was the pictures taken of the Katyn Forest massacre, 
which we made available to a recent House committee for the purpose 
of investigating that massacre. They found it very valuable. 

Senator Dirksen. Where do you store these films? 

Mr. Licutyver. Part of them in the Bonded Film Storage Co., 
Inc. in New York City, a greater portion of them with the Library 
of Congress in their vaults at Suitland, Md. 

Senator Dirksen. What disposition is to be made of these, or are 
they to be kept? 

Mr. Licniyrer. Ultimately? It has always been our idea to turn 
them over to the Library of Congress as part of their permanent 
collection. That I am afraid will require some kind of legislation. 
Ultimately when the program is completed, I think that is what 
should be done with them. 

Senator Dirxsen. Are there any difficulties in the way of making 
that transfer at an early date? 

Mr. Scuueztncer. Senator, it would really involve the same diffi- 
culties. I have no question in my mind that whoever is administering 
alien property will come back at some stage to Congress and lay 
before it the question of the disposition of the remaining patents, 
copyrights, trade-marks, motion-picture film, and so on. He will ask 
Congress to decide the disposition of this property, and no doubt, 
will make recommendations such as turning the film over to the Li- 
brary of Congress, and so on. But so long as we still have such a 
body of claims and litigation affecting these matters and so long as 
in a good many of these cases, such as copyrights and motion pictures, 
there is a sizable income coming into the Office and the Office must 
continue anyway in existence to handle other matters, and since the 
personnel in the Patent Section handling these motion pictures and 
copyrights is very small, it would seem that the Office just has not 
arrived at the point of liquidating this type of property. 

I think the question of the individual dedication or the individual 
turnover of particular pictures and copyrights and patents would 
be a much more difficult administrative matter than a complete turn- 
over when the claims and litigation affecting them are disposed of. 

Senator Dirksen. Have these films been indexed? 

Mr. Licutyrer. We have a complete index of them. We will be 
glad to supply a copy of it for the record. 

Senator Diexsen. I think we should have a copy, although I do 
not know whether we would want to extend it in the record until 
we know how big they are. 

(The list was furnished, but is not included in the hearings.) 

Senator Henninos. Some are documentary and some are entertain- 
ment ¢ 

Mr. Licutyrer. That is right. 

Senator Hennines. Are you making arrangements through the 
various theaters that use the foreign films to keep them turning over? 

Mr. Licuiyter. Yes, sir. 

Senator Henninos. The art theaters, the Whitney place up in 
New York and in various cities? 

Mr. Lacutyrer. The art theaters and German language theaters 
use them. Then there is quite a business in stock shot footage. The 
motion-picture people, in making new films find that they can use 
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scenes from old pictures, so in many instances they buy so many 
feet of a certain film to splice in the new picture. 

Mr. Scutezincer. I think it might be of interest to the members 
of the committee to hear about one little aspect of our patent program 
which is ususual. In connection with our patent claims program, re- 
turn of patents, the Office of Alien Property has been able to turn 
over to the Treasury as a part of the reverse lend-lease program a 
sum of somewhere between a million and a million and a half dollars. 
Now, you will recall the various lend-lease agreements with the Euro- 
pean countries during the war. Subsequently at the end of the war 
the United States State Department negotiated so-called reverse lend- 
lease agreements with these countries by which they paid back some 
small portion of their lend-lease bill either through services they had 
rendered the United States or through some reverse lend-lease pay- 
ment. With France and most of the western European countries the 
reverse lend-lease agreements that were entered into provided that 
the foreign government would bear as a portion of its war bill the 
cost of the royalties due its own nationals on United States patents 
used in the war effort. That would be borne as a part of the common 
war burden. 

Now, of course, on the patents, the United States patents owned 
by the foreign nationals and upon which royalties had accrued, title 
had been vested in the United States in the Alien Property Custodian. 
We then returned those patents and patent contract interests. At 
the time we returned it in the Office of Alien Property we would write 
out to the American licensee, say Du Pont or General Motors or 
any of the large concerns, and get from them a statement as to the 
amount of the royalties that had been paid in or accrued for the 
benefit of the licensee, and the part of such amount which was due 
to war production. 

We would then deduct the amount arising out of war production 
on the patent and pay that amount of money over into the miscellane- 
ous receipts of the Terasury, and where it would be credited, say in the 
case of France, against the French Government account as reverse 
lend-lease. But the Treasury would get that money. The French 
Government then in turn would assume the burden of paying its own 
national in France for those royalties. 

I understand, at least I have heard it mentioned, that on this patent 
reverse lend-lease program, the only sizeable sum of money ever 
covered into the Treasury was that which came through our claims 
program because we had the foreign patents and we were in a position 
to carry the program out. 

Senator Dirksen. The funds that are derived from your office and 
from the administration of the licenses of these patents also is covered 
in the veterans claims fund, I suppose. 

Mr. Licutyrer. Yes sir, subject to our claims procedure. 

Mr. Scutezincer. Yes, Senator, but at the time the War Claims Act 
of 1948 was passed we specifically brought the royalty-free licensing 
program to the attention of both the House and Senate committees. 
I believe the Senate Judiciary Committee in its report on the War 
Claims Act specifically referred to this royalty-free licensing pro- 
gram, approving the fact that we were not attempting to get roy: valties, 
that it was really excluded from the war calims income producing 
feature. 
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Senator Dmxsren. Now, Mr. Lichlyter, how soon do you expect that 
you will get this patent trademark, copyright and motion picture 
business wound up? 

Mr. Licuiyrer. I am sorry, sir, but I cannot answer that question. 
[ just do not know how to give you a date. Patents, as I pointed out, 
run for a period of 17 years. They are gradually expiring. A few 
of them run as long as 1960 or maybe a year or two more than that. 
A great bulk of them will expire in the next 4 or 5 years. 

Copyrights run for a period of 28 years, and are subject to renewal 
for another period of 28 years. We do no renew any copyrights 
except those that are involved in contracts where money is being 
collected. We have renewed only a few copyrights altogether. There 
are a lot of them. The ultimate disposition of them is something we 
do not know the answer to. They have international implications. 
I think it would require consultation with other Government agencies, 
including the copyright office and particularly, the State Department. 

Just recently the State Department asked us to tighten up control 
of copyrights originating in the Eastern half of Germany. So at 
this point we do not know just what is the answer. 

Senator Dirksen. Any suggestions you want to make to us for 
amending existing law so that this can be expedited ? 

Mr. Licutytrr. No, sir, except that as Mr. Schlezinger pointed out, 
we expect one of these days to come up with a suggestion. 

Senator Dirksen. You had better hurry with that suggestion. 
Otherwise, we will make it for you before very long. 

Mr. Licutyter. There is one other matter I would like to point out. 
In the dissemination of technical and scientific information which we 
were discussing a moment ago with respect to patents, I think perhaps 
more important has been the making available—or it was certainly 
so during the war—to research organizations, our defense organiza- 
tions, scientific and technical information that was unavailable here 
at that time. We managed through—lI suppose we can tell it now— 
the OSS and other agencies of that type, to get this material out of 
Germany as fast as it was printed over there. We set up a procedure 
whereby it could be ebupiiaeua quickly by photo-offset reproduction 
and distributed to the great many organizations engaged in that type 
of work. We have been given one bit of credit of which we are rather 
yroud. That is, it had a great deal to do with atomic fission by 
Selina in the results of the latest German research on atomic energy. 

Senator Dirksen. You did not do the translating work, however 
You just reproduced as such. 

Mr. Licutyter. It was done in the original language by a photo- 
offset process. 

Mr. Scutezincer. And then made available to the interested scien- 
tific agencies and research staffs. 

Mr. Licutyter. There were 116 of these periodicals, covering many 
different issues, and I think we distributed among our research people 
something like 3,200 of them. They were priced, of course, just to 
cover the cost of reproducing. 

Senator Dirksen. You are speaking now of both Government agen- 
cies and laboratories? 

Mr. Licutyrter. Yes, sir, that were doing work for the Government 
in the war effort. 
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Mr. Nairn. To what degree, Mr. Lichlyter, as chief of the Patent 
Section, have you participated in discussions with respect to the 
disposition of what I am told are called captive patents’ We have 
been generally talking of free patents. Particularly in the case, for 
ext imple, of Schering ‘Corp., w ia Schering was ol, I am given to 
understand there was some considerable discussion as to what patents 
would be sold with the corporation. I believe that they attempted to 
distinguish between patents which the corporation owned at the time 
of vesting, patents which had been acquired by the corporation sub- 
sequent to vesting but subsequent to the date on which the corporation 
was offered for ‘sale, and further that there was some considerable 
controversy with respect to what I would term ideologies of govern- 
ment; that some people thought that all such information should be 
made available to the public as has been the case in these free patents, 
regardless of the possible harm that may have done to the value of 
the corporation as a going concern. 

Schering was a corporation whose worth was found in its patents 
and the drug industry. Had it been stripped of its patents, I think 
we would agree it would not have had much value. The patent work 
in their field was the value. What were the discussions you had 
there? 

Mr. Licutytrer. The question was to what extent was I involved 
in that program? Not at all. That was purely a business enter- 
prise matter. We helped in some technical ways—in assembling the 
information, ete. 

Senator Dirksen. Then Mr. Rubin probably could give us the 
answer. 

Mr. Rusty. Mr. Nairn, you put your finger on it. The big problem 
we had was to reconcile the War Claims Act which required us to 
get the most we could from the liquidation of these assets with a patent 
program which required the widest dissemination of government- 
owned technology and patents. The thing was of considerable con- 
cern to the Attorney General himself. As a matter of fact, at his 
direction there was retained the Arthur Little Company of Cam- 
bridge, Mass., a very fine research institution, particularly in the 
evaluation of patents. We posed to them “ellie questions, hypo- 
thetical questions. If we took any one of five different courses with 
the patents, one respecting whether we did not license any of them, 
left them all with the corporation, up to the point where we took all 
away. 

In the basis of their report, it really seemed alarming. The thing 
was hashed back and forth for quite some time. Finally, the At- 
torney General directed that the patents which we derived up to the 
date of vesting would be considered German technology. They 
would be turned over to us for the purpose of licensing in our royalty- 
free pool. The remaining patents up to the date of sale were to be 
retained by Schering and Schering was to license them to everybody 
on a reasonable royalty basis. Questions respecting the reasonable- 
ness of the royalties were to be referred to the American Arbitration 
Society. It appears that possibly our course was right, because I 
think we got a pretty good price for the company. 

Mr. Naren. [ thought you might have been interested in the fact 
that this question had been raised. I do not think I have anything 
further. 
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Senator Dirksen. Have you anything further? 

Senator Hennines. I have no questions. 

Senator Dirksen. At our next session we will have Mr. Bard, the 
auditor who worked for the committee from July last on, to give us 
a statement and we will have some questions at that time. 

Then at some subsequent meeting not too far from now I thought 
we would have Jack Frye, the president of Analine, and Louis John- 
son, if he is around, or Don Lincoln, who is in the firm of Steptoe & 
Johnson, then we would go into the Analine picture. So I think that 
will conclude our session today. 

Mr. Narrn. I do have one other thing I would like to ask Mr. 
Rubin which was just handed to me. It has come to our attention 
that in 1951 Senator Wiley received a communication from the At- 
torney General, Mr. McGrath, in which he asked a question concern- 
ing the possible investigation of the background of individuals who 
may have been appointed directors or officers in vested corporations. 
At that time Mr. McGrath advised Senator Wiley that the Depart- 
ment of Justice in October 1946 had approved an offer by the FBI 
to make investigations but that none was requested by the Alien 
Property Custodian inasmuch as he had an investigative staff and that 
shortly after the transfer of Alien Property Custodian to the Depart- 
ment of Justice, a few scattered requests were made of the FBI to 
investigate, say, Mr. Jack Frye, or Mr. Horowitz, who became presi- 
dent. of E. Leitz, and see what kind of individuals they were, but 
then apparently, according to the Attorney General, this practice 
fell into disuse. 

I would like to ask you as chief of the Management Branch, 
whether there is now any investigation of people appointed as presi- 
dents or officers and directors of these vested enterprises. 

Mr. Rusty. On any new person that now is appointed director 
outside of the office personnel, a name check is requested from the 
FBI. If it should develop that further investigation is required, it 
is made. 

Senator Henninos. By “name check” you mean just in terms of 
possible subversive activity ? 

Mr. Rusty. No, they will go down—I do not know their filing 
system, but on their name check 
Senator Henninos. From the terminology, I would assume that. 

Mr. Ruwry. They have a master card, I suppose, which lists every 
possible association of that name with any investigation. They will 
summarize what that name check discloses. In many instances there 
is nothing. 

Mr. Naren. That is not an investigation of the individual. That 
merely means he has no record in the files of the FBI. They do not 
go out and check him, such as they checked you when you were em- 
ployed in the Department of Justice. 

Mr. Rusry. No field check unless the name check indicates the 
desirability. 

Mr. Narrn. Do you think it would be a consistent thing to take such 
a course under consideration? After all, these men are entrusted with 
some very valuable assets. We turn loose an FBI investigation 
on our clerks or an attorney in the Department of Justice, searching 
from top to botton, and then we put in an officer at the head of a 
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corporation and pay him $100,000 a year and the only investigation 
he is subject to is a name check in the Department of Justice. I 
advance that for your consideration. Apparently it has not been 
done, and I would like to call it to your attention. 

Mr. Scutezincer. Senator, before we close, Mr. Rubin has only read 
a small portion of his statement. I assume his entire statement will 
be in the record. 

Senator Dirxsen. That is right, and I so stated the entire state- 
ment will be placed in the record. 

Have you anything more you would like to say, Mr. Rubin? 

Mr. Rupr. No, except to say thank you to the committee for your 
ourtesy. 

(Whereupon, a recess was taken until 10 a. m., Wednesday, March 
11, 1953.) 











ADMINISTRATION OF THE TRADING WITH THE 
ENEMY ACT 


WEDNESDAY, MARCH 11, 1953 


Unitep Srates SENATE, 
SUBCOMMITTEE ON THE TRADING WiTH THE ENemy Act 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 424 
of the Senate Office Building, Senator Everett M. Dirksen (chairman 
of the subcommittee) presiding. 

Present: Senators Dirksen, Hendrickson, Kefauver, Smith, and 
Hennings. 

Present also: Edward A. Hayes, chief counsel to the subcommittee; 
John W. Nairn, counsel to the subcommittee; and William A. Kolar 
and Robert H. Hagan, investigators. 

Senator Dirxsen. The committee will come to order. 

We will note for the record that this morning we have here Mr. 
John A. Bard, who has served as auditor and accountant for the sub- 
committee, and also Mr. William F. Doyle, Jr., who has assisted Mr. 
Bard in his work, particularly in the New York office. 

I thought it was rather important that in open session the com- 
mittee hear from Mr. Bard and have him set forth in his own way 
the work he has been doing, is findings, and then the recommendations. 
I think it was at my suggestion, that 1 emphasized the desire for such 
recommendations as his experience would indicate. So we are happy 
this morning, Mr. Bard, to have you here. 

You may want to read this statement to us. 


STATEMENTS OF JOHN A. BARD, C. P. A.. AND WILLIAM F. DOYLE, 
JR., C. P. A. 


Mr. Barpv. Whatever are your wishes, Senator. I think that is 
probably the best way. 

Senator Dirksen. That is right. I have had an opportunity to 
go over it, but it will give us an opportunity to go over it again. 
And I think it will be profitable to proceed in that fashion. 

Mr. Barp. I will read it verbatim. 

Senator Dmxsen. Mr. Schlezinger is here from the Office of Alien 
Property this morning. Did anybody else come? 

Mr. Scutezincer. There are some others. 

Senator Dirksen. What about Mr. Lamude and Mr. Downey? 

Mr. Scuiezincer. This is Mr. Lamude and Mr. Downey of the 
New York office. 
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Senator Dirxsen. Very well, Mr. Bard, you can proceed. 

Mr. Barv. Thank you, Senator. 

At the Senator’s request, I have prepared a report of recommenda- 
tions with respect to the liquidation of the Office of Alien Property, 
Department of Justice. The report reads as follows: 

Pursuant to the request of the subcommittee, a plan has been prepared for 
the liquidation of the Office of Alien Property, Department of Justice, and is 
presented hereinafter. It is believed desirable to first review the present condi- 
tion of the Office of Alien Property; and based upon this review to present the 
plan in the form of recommendations which will provide an orderly, expeditious, 
and efficient liquidation. This report is confined to the broader aspects of the 
operations, and the recommendations are general in nature. 

Senator Smirn. Before we get any further along, it is the purpose 
of Mr. Bard to go through this whole report and come back to ask 
questions about specific items. I think that might be better. It would 
give him a chance to state his position without interference. 

Senator Dirxsen. That is right. Mr. Bard’s statement can be put 
into the record in its entirety so it will make a complete story. Then 
as we go along, we might just as well interpose the questions. 

Senator Smiru. At the time? 

Senator Dirksen. Yes. 

Senator Smirn. That is all right with me. I wanted to give him 
a full chance to present his plan. 

Senator Dirksen. I see no objection to raising questions as we go 
along. 

Senator Smiru. All right. 

How far had you gotten, Mr. Bard? 

Mr. Bard (reading) : 

It should be understood that the recommendations contained herein are con- 
ditioned on the enactment of certain legislation as referred to in this report. 

Senator Smirn. Mr. Bard, you presuppose, then, that these rec- 
ommendations cannot be carried out unless and until certain legisla- 
tion is enacted by Congress which you have referred to later on in 
this report ? 

Mr. Barp. Not in its entirety, Senator Smith. Certain phases of 
the liquidation would be predicated upon legislation. Other phases 
of liquidation and disintegration could be done without benefit of 
legislation. 

Senator Smirn. This report of yours addresses itself to the ques- 
tion of the liquidation only? 

Mr. Barn. That is right. 

Senator Smirn. Not as to the examination and review of what has 
been done? 

Mr. Baro. No. 

Senator Smirn. Are you writing this in the light of what the Sen- 
ate resolution that was passed provides for ? 

Mr. Barn. No, sir, simply at the request of Senator Dirksen 

Senator Smirn. What I am getting at is, have you considered the 
language of this resolution and are you going to make other findings 
or suggestions that the resolution requires? What you are going into 
now, as I see it, is not precisely what the resolution directed the com- 
mittee to do. I wanted to know how much attention you have given 
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and consideration to the resolution in preparing this statement. Have 
you given any, in other words? 
’ Mr. Barp. No. 

Senator Smrru. All right. 

Mr. Baro. Is that all, sir? 

Senator SmirH. Yes. 

Mr. Barp (reading) : 

The recommendations contained herein call for a drastic program of complete 
liquidation of the Office of Alien Property. Full disintegration of the Office 
should be made, and not just a mere transfer of certain phases of the program 
or followthrough on certain liquidation procedures, and leaving a continuing 
operation. The retention of the continuing operation of the program under 
one management would provide a nucleus for an expansion of the program, 
and within a very short period of time another empire weuld be in the making. 
If this were to take place, there is no doubt that the winding up of the entire 
affairs of this program would continue interminably. 

Senator SmrruH. Would you tell me what you mean by “full 
disintegration” ? 

Mr. Barv. The Office of Alien Property, Senator Smith, is made up 
of many little sections and many little branches, all specializing in a 
certain phase or a certain type of assets vested and a certain type of 
procedure in the liquidation of them. There are certain continuing 
operations within the Office that cannot be liquidated in what you 
might call a very reasonable period of time. ‘Those particular phases 
or specific sections or segments of the Office could be transferred for 
complete liquidation as the time requires to other agencies, other offices 
of the Department of Justice or other departments of the Government 
which fit in with comparable work carried on by other offices. 

Senator Smiru. In other words, your view, your suggestions are to 
the effect that the organization which has been built up by the Alien 
Property Custodian to handle all phases of liquidation should be scat- 
tered then among various departments of the Government, wherever 
one department might be better able to handle it ? 

Mr. Barp. To the extent that it could not be liquidated immediately. 

Senator Smirn. That would bring up of course differences of opin- 
ion as to which of these properties for liquidation could be handled 
that way, wouldn’t it? 

Mr. Barn. I think so; yes. 

Senator SmrrH. Now, regardless of what has taken place in the 
Custodian’s Office in the past—and I can realize the difficult work they 
have had to do—do you not think that the original idea of having all 
this work in one office, if it was done efficiently, could be done better 
from the standpoint of the Government than to now spread it out all 
over a number of departments ? 

Mr. Barp. That would be predicated on the fact that you could set 
up an organization, an operating organization, administratively, that 
could accomplish this liquidation in total over a reasonable period of 
time. 

Senator Smiru. If you regard the present Alien Property Custo- 
dian’s Office as properly organized and properly staffed, they could 
handle this whole job, could they not ¢ 

Mr. Barb. I believe they could handle the whole job, all right, 
Senator Smith, but it comes down to certain continuing programs that 
have almost indefinite life to them. If those various little phases of 
the program are retained in one office, you have a continuing agency 
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or a continuing office administering various phases of the program 
that are more or less self-administering. If they were placed in the 
custody of some of the going departments, going branches, or continu- 
ing agencies of the Government, for mere administration and eonecson 
of inconies, so to speak, you would, I believe, have more efficient opera 
tion. 

Senator Smiru. How could you say that those items that are self- 
liquidating—the expression you just used—how could you say that 
could not be handled just as well in one office under one efficient man- 
agement such as the Alien Property Custodian’s Office? How could 
you say it could be done better, liquidated better, if it was spread all 
over among a great many different agencies of the Government ? 

Mr. Barp. I don’t know as it could be done any better, but it prob- 
ably could be done more economically. 

Senator Smrru. Are you pointing this recommendation to the fact 
that in your opinion the administration of the Custodian’s Office has 
not been as efficient administratively as it could have been and there- 
fore you would not trust it to go forward in the future to administer 
some of these properties that have to be liquidated? Is that the basis 
for that suggestion ¢ 

Mr. Barn. I do not know as I would want to go so far as to say that. 

Senator Smiru. How far would you go? 

Mr. Barn. I would say that as an overall picture, going from the 
beginning up to the present time, there are indications where more 
efficient procedures could have been used to liquidate the assets vested. 

Senator Smiru. Now, if that is true and if a plan could be formu- 
lated in cooperation with the Custodian, whoever he may be, and as- 
suming he is an eflicient gentleman who is determined to do this job 
proper rly, would it not be far better to have this administration of these 
assets that are now gathered together in one place, done by one office, 
with such cooperation and collaboration as it might have to have from 
the State Department and Department of Justice rather than scattered 
over a wide area again ? 

Mr. Barp. Certainly, it is qualified or it is entirely plausible and 
reasonable, if you can get together such an organization as you are 
talking about, with the thought i in mind that you are expressing, that 
this be done immediately and that ever y possible way determined to 
liquidate the assets, to work with the Congr ess and to work with the 
other departments with only one thought in mind, of immediate liqui- 
dation. From that standpoint, it does not make any difference where 
the final liquidation takes place. If you cannot do that, then it seems 
to me that your first step is to set an impartial committee to come in 
and survey this entire organization, survey all of the assets and strike 
out, so to speak, those that can be stricken out, either by sale or 
liquidation or charging off of assets that are cluttering up the office, 
and then set out with the cooperation of other offices and other depart- 
ments and the Congress where necessary to immediately formulate a 
pip of liquidation. From that standpoint, it does not make any dif- 
erence ss does it. 

Senator Smiru. It is a question of efficient administration by what- 
ever agency has the administration in hand? 

Mr. Barp. That is true. 

Senator Smrru. Now, in spite of the fact that I personally think 
there has been a great many inefficiencies in the sdunalsiaginn of 
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that office, I can realize the multitudinous number of affairs they have 
had to deal with and therefore I would be very lenient and not be too 
hasty in my judgment of their inefliciencies until I had gone a little 
further. 

But it seems to me that if you attempted to pick up these assets 
now, terminate these rights, put some in the Justice Department, some 
in the State Department and some other department, you would be 
scattering this activity where nobody would have enough interest in it 
to follow through in an expeditious manner. I cannot believe that 
a human being over in the Department of Justice, Department of 
State, would take more interest than even a clerk in an office, if it were 
set up right, would take in this liquidation. So when you talk about 
full disintegration, it is sort of disturbing to me as to what you may 
be leading up to. 

Mr. Baro. There are certain phases of the office, there are certain 
operations and certain parts of it that are acceptable. They can be 
separated from the rest of the organization. 

Senator Smiru. Why would you want to separate them ? 

Senator Henprickson. Would the Senator yield? 

Senator Smirn. Yes. 

Senator Henprickson. I wonder if you could give us a hypotheti- 
cal case to illustrate what you mean. 

Mr. Barp. Yes. For instance, the Office of Alien Property is ad- 
ministering the affairs of World War I problems and claims. ‘They 
are administering the affairs of the patents and copyrights, trade 
marks, that could very well be handled by the Government Patent 
Commission. ‘They are administering the foreign funds control pro- 
gram that was transferred over from, I believe, the Treasury, that 
could be returned without disturbing any other of the phases or ele- 
ments of the operation. There are any number of eabene operations 
within the Office that could be transferred to what I believe is a 
department or a branch of the other agencies that would be more able 
and have more facilities for handling it. 

There is nothing in the foreign control funds section or blocked ac- 
counts and securities program that does not have to have cooperation 
from the State Department and Treasury Department and things 
like that. It is just a matter of one department telling the other 
what to do and in passing it over to the other fellow for operation. 

Senator Smiru. Now, along that line, you refer to the State De- 
partment and Department of Justice; you need the Department of 
Justice when there is some question of legal determination to be made 
by the courts, some legislation. 

Mr. Barp. Yes. 

Senator Smiru. That would be the one instance in which the De- 
partment of Justice might be interested. Is that what you had in 
mind ¢ 

Mr. Barp. Yes. The Department of Justice certainly is, let us 
say, either set up or could be set up to handle the entire claims pro- 
gram of the Office of Alien Property, not only administrative claims 
but the litigation as well. 

Senator SmirH. Do you think it would take any lesser number of 
men to do it in the Department of Justice than it would in this agency 
if this agency is organized properly ? 
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Mr. Barp. I cannot answer that, Senator Smith. It is based on 
two things: One, how much additional workload the Department of 
Justice can handle, how much additional workload this would repre- 
sent to the Department of Justice, and point 2, the broad statement of 
properly managed 

Senator Dirksen. May I observe at this point, I think in prior 
hearings the committee has given a good deal of attention to the pos- 
sibility of consolidating all activities in one place. We have been 
thinking very seriously about the likelihood of bringing the New York 
office down here. 

Senator Smrru. I understood that. 

Senator Dirksen. Or liquidating the field office where it was pos- 
sible. Now, I notice in Mr. Bard’s statement he particularizes these 
things later in the statement. We might get down to the particular 
things that he has in his recommendation and then examine them one 
at a time. 

Senator Smiru. I want to get at the function. I know you get to 
these other things, but have you discussed the feasibility with the 
Department of Justice, with the Attorney General ? 

Mr. Barp. No, sir. 

Senator Smirn. Do you have any idea that the Attorney General 
would attempt to pick up these things in his department now and 
attempt to handle it, if we did decide to transfer the administration 
to his department? 

Mr. Barp. No. It is purely my recommendation, Senator. 

Senator Smirx. I wondered how far you had gone. Where does 
the Department of State come into this picture? In what functions? 

Mr. Barp. Well, the Department of State—I just do not recall off- 
hand, in various phases of it I have mentioned the Department of 
State in here, but as an example, the administration of the block 
accounts and the foreign securities, the Alien Property Office, as you 
know, now has a branch office in Manila and in Germany and in Tokyo 
and especially the office in Tokyo and Berlin, the affairs of those 
offices were handled by the military government at one time and the 
Department of State. The remaining operations which are not too 
numerous nor are they too complicated, certainly could be handled 
by the foreign division of the State Department or the consular service 
in Manila, for instance. 

Senator Smrru. Is that not just the function that the State Depart- 
ment would have to exercise now and then when questions arose with 


respect to certain types of assets and not the administration of the 
assets themselves ? 


Mr. Barp. That is correct. 

Senator Smrru. Is there any reason why the State Department 
could not or has not cooperated with the Custodian up to now? 

Mr. Barn. But there is no reason for me to believe that they have 
not cooperated; no. There is no reason to believe they would not 
cooperate in the future to take over whatever remaining activities 
there are in those offices. 

Senator Smirn. What the chairman says right now, I heartily agree 
with, that there should be a consolidation to the end that this business 
might be wound up, but you propose at the very start with full dis- 
integration. To me that is just exactly the opposite of consolidation, 
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disintegrate. I just wanted to know what functions you are talking 
about, how you are going to handle it. 

Senator Dmxsen. Suppose you continue, Mr. Bard, until we get 
down to these individual recommendations which begin on page 38. 

Mr. Barp. It must be realized that regardless of any com Note blue- 
print designed for this purpose, allowances must be made for certain 
complexities beyond the control of the liquidator which will extend 
certain phases of the liquidation beyond what might be considered a 
reasonable period. 

The Office of Alien Property has requested a budget of $3,900,000 
for the fiscal year ending June 30, 1954, to be paid out of vested prop- 
erty funds. This isa $100,000 increase over the authorization for the 
fiscal year ending June 30, 1953. The budget request indicates that 
$1,407,546 is required for the oper ations of the Management and 
Liquidation Branch, that $1,298,413 is required for the administrative 
adjudication of claims, that $837,198 is required to carry on the liti- 
gation program, that $39,792 is required for executive direction, and 
that $317,051 is required for administrative services. The amount 
requested for the 1954 fiscal year will permit the Office to increase its 
average employment to 572 from an average of 560 in fiscal 195: 

The Office of Alien Property has estimated that 48,328 title and 
debt claims will be pending at the end of the current fiscal year, and 
that approximately 41,528 claims will be pending at the end of the 
fiscal year June 30, 1954. The Office estimates that there will be 1,381 
cases in litigation at the end of the fiscal year June 30, 1953, and 
1,331 cases at the end of the fiscal year June 30, 1954. Regardless 
of the enactment of legislation or administrative procedings to ex- 
pedite the handling and settling of claims, it must be recognized that 
the disposition of 48,000 claims and 1,800 cases involving litigation 
will be time consuming and subject to considerable administrative 
cost. 

Senator Smiru. Right there I would like to ask you a question or 
two. You lump together the title and debt claims. Now, with respect 
to litigation the title claims are those that are the most bothersome, 
are they not ? 

Mr. Barn. That is right, sir. 

Senator Smirn. In other words, the title claim or a lawsuit based 
on a title claim goes to the question of whether or not the title belongs 
to this party or group and that determines whether the Government 
had the right in the first instance to investigate it or seize it. 

Also, there are types of title claims where there may be more than 
one claimant. Now, if there were two claimants, some of whom had 
not been enemy aliens, then the question of ownership, that is to say 
the title of those properties, would have to be determined before the 
Alien Property Custodian or anybody, the Department of Justice 
or whatnot, could say what should be done with that property, is 
that right? 

Mr. Barn. Yes. 

Senator Smrru. Now, how many title claims are there pending 
besides debt claims? 

Mr. Barp. Approximately 8,500. 

Senator Smrrn. Now, that means that there is a possible lawsuit 
in every one of those 8,500. 
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Mr. Barp. I believe that is true. 

Senator Smiru. Those posible lawsuits, if they had been instituted 
in the past several years, some of them, a great many of them could 
have been liquidated by court determination and that has been done 
in a few instances. 

Mr. Barn. Yes. 

Senator Smiru. As I understand you, you say a great many law- 
suits are pending. Nothing can be done about these to determine 
the ownership of these properties about which the question is as to 
title unless and until the courts themselves decide the issues presented. 
That is right, isn’t it? 

Mr. Barn. Yes. 

Senator Smrru. So that really one of the difficulties so far as the 
time element is concerned is that we have to have, if we are going 
to adjudicate the rights of the people under the laws and Constitu- 
tion of this country, we have to have time for the courts to determine 
the respective rights of different claimants. Is that correct? 

Mr. Barp. That is right. 

Senator Smiru. All right. That means 8,500 possible lawsuits. Of 
course, it would not work out that way in number. But how many 
cases are pending now, do you say ¢ 

Mr. Barp. About 100 or 125. 

Senator Smiru. How long have they been pending? 

Mr. Barp. I don’t know, sir. 

Senator Smiru. For years, have they not? 

Mr. Barp. Some of them, I believe. 

Senator Smiru. They have been through different stages of the 
litigation / 

Mr. Barp. Yes. 

Senator Smiru. And do you have any estimate as to when those 
cases would be adjudicated ¢ 

Mr. Barp. No, I have not, Senator. I recognize that fact and I 
recognize it and have recognized it all along that there is this problem 
of title litigation. This report, as I stated at the beginning, is predi- 
cated upon the enactment of certain legislation. Throughout the 
report, insofar as the claims against the title of various properties 
of which I understand there are 8,500 different claims, it is my recom- 
mendation that legislation of some type be enacted or drawn up that 
would resolve either these claims or resolve the property into cash 
and the claims be transferred to the proceeds, against the proceeds 
rather than against the properties themselves. 

Now, without disturbing that recommendation, I might say out- 
side of this written recommendation that I have turned over in my 
mind, and Mr. Doyle and I have discussed it many times, the possi- 
bility of placing the management of these properties where the title 
is contested and the case is in litigation, placing the management 
of those properties into the hands of management corporation, man- 
agement engineers, real-estate experts, management experts, business 
management experts, and other types of management corporations 
or—well, they could be corporations or they could be groups. At 
the same time we have to bear in mind that no matter what recom- 
mendation you make here or what program of liquidation you might 
inaugurate, it is going to take time to do it. I have not stated in 
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this report my opinion as to how long it will take to liquidate the 
Office. That would be a mere guess on anybody’s part. But over the 
period of time that it is going to take to liquidate this Office, cer- 
tainly part of the responsibility of the liquidator would be to exert 
every effort possible to adjudicate these claims and settle liquidation 
and do everything possible to wind up or clear up or compromise 
these cases in some way, and those remaining at the time of final 
liquidation could at that time be put into the hands of a management 
vroup responsible to the Government. 

Senator Smirn. Now, I can appreciate your suggestion that there 
has been slowness in the administration of these assets. Part of it 
came from the slowness of the courts, which is proverbial, to end liti- 
gation. But you have heard the criticism I am sure of the Office 
that one of the reasons it has been so slow in the litigating process 
is because there have been a great many people who want to keep their 
jobs and keep their hands in handling these funds. That may or 
may not be true. I have just heard that said. Now, do you suppose 
there is any reason why a management company or management 
group or management organization, if they got into the hands, for 
instance, the management of the General Aniline Corp. worth $100 
million or more, do you suppose that those trustees or management 
organization, whatever it might be called, would be eager to turn 
loose the management of a business that might be bringing them 
hundreds of thousands, perhaps millions a year and any reason why 
they should be any more expeditious in their efforts than the people 
the Government put in control in Washington in the Office? 

Mr. Barp. Senator, I do not think they would have anything to do 
with it. I think the management group would be managing and 
operating and directing the policies of General Aniline Corp., as 
you point out, only insofar as the title was in dispute, until litigation 
was resolved, and at that point either the property would be returned 
to the successful litigant or the Government would be in a position 
to dispose of it and they would be out of a job then. 

Senator Smrrn. You are familiar with General Analine Corp. in 
a general way ? 

Mr. Barp. In a general way, yes. 

Senator Smiru. Are there many claimants for the stock of that 
company ? 

Mr. Barn. Yes. 

Senator Smiru. Some of the stock is owned by Americans that we 
know and are easily identifiable. For instance, such as Mr. Derby, I 
believe, who is one of the stockholders from Senator Hendrickson’s 
State and who came to talk to me about this business. There were 
other individual stockholders, were there not? 

Mr. Baro. Yes. 

Senator Smiru. Now, under your proposal you predicate these sug- 
gestions upon the basis that Congress would enact legislation that 
would say to Mr. Derby and other individual stockholders, “No, we 
are not going to settle the Swiss claims, for instance,”—who may have 
control of the company—“immediately. We can’t do it.” Mani- 
festly that is true. “We are going to pass that legislation, which will 
say to you and other individual stockholders the Government is going 
to order the sale of General Aniline and put the proceeds of that 
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sale into funds, the rights to which will be sometime determined by 
litigation.” That is what you propose to do. 

Of course, you might find some of these individual stockholders 
who will say, “We think the Government should litigate with the 
Swiss claimants rather than dispossess us of our physical properties 
because we think the company is going on to greater heights of pros- 
perity.” 

Now, how would you frame legislation or suggest legislation that 
could take away from these individual stockholders, about whose title 
there is no question, their rights xs owners of that property ? 

Mr. Barb. I do not think we would be disturbing that. The Office 
of Alien Property has vested a certain number of shares in General 
Aniline. It may be the majority holding, it may be the minority 
holding, I do not know. With General Aniline I do know it is the 
majority holding. It is not 100 percent of the stock outstanding. If 
the Government were in a position to sell the stock that they now hold 
of General Aniline, I do not see where it would disturb the minority 
stockholders. 

Senator SmiTH. Quite so. Now, why cannot the Government sell 
that stock? Is it not because it is claimed by people who said, “We 
weren’t enemy aliens and we want our stock back.” That is the reason ? 

Mr. Barp. That is in effect. I was trying to reconstruct the act, so 
to speak, in my mind. 

Senator Smirn. This means then before anything can be done about 
that, whether you have a management committee or whatnot, you 
have to settle that question as to who is the owner. 

Mr. Barp. I think I predicated my statement or qualified it to say 
that if legislation as recommended in this report—now, I do not recom- 
ment any kind of legislation. After all, I am not qualified to do that— 
but I do say, supplementing this report, that if legislation cannot be 
enacted to dispose of the Government’s holdings in these corporations 
and other assets, then until litigation has been resolved and the proper 
owners have been determined, the property be placed in the hands of 
a management group specialized in the type of property which you are 
placing in their hands until that litigation has been resolved. 

Now, that would be the only other alternative. 

Senator Smiru. How is that going to expedite it ? 

Mr. Barp. It is not going to expedite it. 

Senator Smiru. That is what I am getting at. 

Mr. Barp. Then on top of that, no matter what kind of program you 
set out to do, you cannot liquidate this Office overnight. I would not 
make a guess as to how long a time it is going to take, but in that period 
of time certainly concentrated effort could be made to resolve some of 
these claims and to try to expedite the litigation that is now pending. 

Senator Smitn. That can be done right now, can it not? 

Mr. Barn. That is what I say. 

Senator Smirn. All you have to do is have the Custodian put a little 
more pressure on the lawyers to try the cases. 

Mr. Barn. Right. 

Senator Smrrn. And then a little suggestion to the courts that they 
advance these cases so that the rights of these parties may be deter- 
mined. 

Mr. Barp. That is right. Then at the time that you finally get down 
to the final liquidation of it, any properties that are still remaining 
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tied up in title litigation can be placed in the hands of a management 
group until such time as that litigation finally is resolved. 1 do not 
think that it would stop the litigation, the liquidation of the Office of 
Alien Property. 

Senator Smiru. I do not quite see how you can hope that a manage- 
ment group of outsiders can do anything about it. If we had the 
proper individuals in the Custodian’s Office, the Custodian’s Office 
could expedite these things and manage these things. 

Mr. Barn. It comes down to personnel, which must filter of course 
down into the enterprise. 

Senator Smiru. In other words, it would be your hope, if this were 
turned over to some management agency outside of some group of 
businessmen, that they might put in better management facilities and 
better personnel than the custodian people? 

Mr. Baro. I believe there are successful management groups in the 
country specialized in certain phases of industry and certain phases of 
management that have no ax to grind, that are in there because of 
their reputation to make a success of their management policies and 
for a fee they are doing as good a job, I believe, in some cases as some 
of these owners are in other cases. 

Senator Smirru. They would have the same ax to grind as anybody 

hat is in business for business purposes; I mean, it would not be 
anything against them that they were in business to make money. 

Mr. Barb. I do not think so either. 

Senator SmitH. But they would have the objective to make money 
ut of this transaction. 

Mr. Barp. Yes. 

Senator Smrru. Otherwise, they would not go into it. 

Mr. Barn. That is true. 

Senator SmirH. So it really is a question of getting the proper 
personnel to handle this job. 

Mr. Baro. If it remains within the organization. 

Senator Smirn. Well, either way. 

Mr. Barp. Either way. 

Senator Smirn. You would not want to turn it over to an incompe- 
tent group of managers 

Mr. Barp. That is right. 

Senator Dirksen. Mr. Bard, I suggest you drop down to the bottom 
of page 3 and read your first recommendation and then go over to the 
top of page 6, whic h I think is a discussion of the first recommendation, 
so that it will make a good compact picture. 

Mr. Barp. It starts out: 

With the foregoing conditions in mind, the following recommendations are 
submitted for consideration, and may be summarized as follows: 

1. Immediately form a committee composed of attorneys, accountants, econ- 
omists, and businessmen under the direction of the Attorney General of the 
United States. 

Senator Dirksen. Now, go over to page 6 where you discuss that 
recommendation. 

Senator Smiru. Now, I thought we were going into this. On the 
next paragraph you say— 

Enact legislation immediately to transfer title claims to the proceeds from 
the sale of properties rather than against the property itself. 
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I have made a note here, what form of legislation? You must have 
in mind some form of legislation. 

Senator Dmxsen. Senator Smith, may I point out that is his No. 2 
recommendation and he discusses that in detail starting at the bottom 
of page 7. I thought he might want to take these up one at a time. 
When you jump over to page 6, that is a discussion of his first recom- 
mendation of this so-called Attorney General’s Committee. 

Senator Smiru. All right, jump to page 6, then. 

Senator Dirxsen. Now, this is your proposal for the Attorney 
General’s committee ? 

Mr. Barp. Yes, sir. 

Senator Dirksen. All right. 

Mr. Barp. For want of better terminology, I called it a liquidation 
committee and said : 

The Attorney General’s committee should supervise all phases of the liquida- 
tion of the Office of Alien Property, and it is suggested that the committee im- 
mediately set out to accomplish the following: 

A. A complete survey of all remaining assets vested by the Office of Alien 
Property to determine their realizable value and then to make recommendations 
for the writing off or physical disposal of all assets. 

Senator Smirn. You do not say how you would constitute that 
committee, but the Attorney General will appoint them ? 

Mr. Barp. Yes. 

Senator Smirn. Doesn’t the Attorney General have full authority 
over this office now? Could not he have done that very thing and 
has he not had a chance to do it? I am not talking about the present 
incumbent, because he has not been in there long, Dut that is possible 
now, isn’t it? 

Mr. Barn. Yes; there is no question about it. 

Senator Smrrx. All right. 

Mr. Barp (reading) : 

B. Recommendations for enactment, where necessary, of legislation to settle 
debt claims by summary procedure or otherwise, and to transfer the rights of 
title claimants te claims to the proceeds from the sales of the contested prop- 
erties rather than the properties themselves. 

Senator Smirn. I think I understand what you mean by summary 
procedure. I think you mean have some group inside the office to say, 
“All right, we will recognize all claims up to $25 or $100 and pay 
them.” What do you mean by “or otherwise,” what other form of 
legislation? I am just trying to test the feasibility of this thing. 

Mr. Barp. I see what you mean. Insofar as the debt claims are 
concerned, if summary procedures do not resolve the problem and it 
does take legislation of some kind to expedite the settling of these 
claims, I believe that the committee should, as set up here, should 
review the entire manner in which the claims are being processed 
and the manner in which they are being handled and to determine if 
there is any necessary legislation to wind it up within a reasonable 
period of time. 

Senator SmitH. What I am getting at, you use the words, “Settle 
by summary procedure or otherwise.” When you say “otherwise,” 
you mean either litigation or legislation ? 

Mr. Barn. That is right, and something the committee might rec- 
ommend as another way to settle the claims other than summary 
proceeding. 





ve 


m 
1e, 
n- 


BY 


mn 
la- 
m- 


Pn 
ns 


it 
le 


O Rat ee OD oct © 


9 


ADMINISTRATION OF TRADING WITH THE ENEMY ACT 4()] 


Senator Smiru. Litigation is open to us now, open to whoever is 
in charge now. There is no proposal to settle it by any different type 
of court or administrative tribunal. 

Mr. Barp. No. 

Senator Smiru. I didn’t know what you mean when you said “or 
otherwise.” 

Mr. Barn. It is purely a qualification. [Reading:] 


C. Recommend any additional legislation—— 

Senator Dirksen. Wait a minute. You haven’t finished the last 
phrase in B. 

Mr. Bard (reading) : 
and to transfer the rights of title claimants to claims to the proceeds from the 
sales of the contested properties rather than the properties themselves. 

Now, that I believe we have discussed. 


Senator Smiru. Yes, I thought we had. 
Mr. Bard (reading) : 


C. Recommend any additional legislation 


Senator Dirksen. Let me ask one question. What you have in mind 
there is reducing the property to cash, if you can ? 

Mr. Barp. That is right. 

Senator Dirksen. Putting the cash in escrow, subject to the claims 
that are pending? 

Mr. Barp. That is right, for safekeeping. 

Senator Smirru. That would be all right except for the cases where 
there were title claims involved and that would mean dispossessing 
the titleholder of the property. 

Mr. Barp. That is right. As an alternative, as I said, supple- 
menting this report in the absence of the possibility or feasibility of 
enacting any legislation to take care of these title claims, then a con- 
centrated program during the course of the liquidation period be fol- 
lowed to resolve all of these claims as quickly as possible and to 
reduce the workload in the courts and any residue or any cases re- 
maining after that time be put in the hands of a management group 
until such time as the litigation has been resolved. 

Senator Smirn. Would this be a case that might arise? Here is 

. piece of real estate down on Connecticut Avenue, just where the 
main business section develops, a piece of real estate that might be 
owned by two people who are not nationals of the United States. 
i might be a question of dual nationality. Those people might 

be claiming this property and claiming it was not held by any enemy 
aliens, never had been held, but it was vested because it appeared 
to be enemy alien held property at the time of vesting. Now, under 
this plan, if you could get the proper legislation, you would sell that 
property, put the proceeds in a fund. Now, that would mean that 
the person who might be vested, be declared to be the owner of the 
property, who was not an enemy alien, would have his piece of real 
estate sold by the Government without regard to his rights and title, 
and he would have to take the proceeds in spite of the fact that busi- 
ness might be encroaching that way and might make the property 
more valuable in the next few years. Is that true? 

Mr. Barn. That is true. 
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Senator Smiru. That might be a case affected by this plan. 

Mr. Barp. Yes. 

Senator Smiru. Do you think a person’s title and property can be 
dispossessed that way by legislative enactment after the property has 
been somebody else’s property? You know what ex post facto lawyers 
are, do you not? Would that be the question today? I want to get 
the picture brought out as to what this means. 

Mr. Barp. Again, I want to say, and I am just saying it over and 
over again, that a recommendation is made here that if legislation can 
be enacted or if it is possible to enact legislation to transfer the claim, 
the title claim against the proceeds rather than against the properties 
themselves, liquidation can take place. If it cannot be done and it 
is not feasible or is not consitutional, let us say, then as an alternative 
supplement this report with a recommendation that all title claims 
be resolved as quickly as possible and all litigation be pressed so 
that the decisions can be made as to who does own this property, 
and if at the end of the liquidation program, whether it be 1 year 
or 2 years or 6 months, whatever cases of litigation resolving around 
titles remain, that that property be held until that case has been 
settled. 

In order to do that, and you have a liquidation of this office, the 
Attorney General certainly, or through his representatives, can direct 
the placing of that property into the hands of management groups 
until such time as the decision has been rendered. 

Senator Smirn. Well, it is a matter of expediting litigation. 

Mr. Barp. Litigation. 

Senator Suirn. Now, the Attorney General is the head man in this 
organization right now, is he not, and has been ? 

Mr. Barp. Yes. 

Senator Smrru. The Custodian is the Deputy Attornel General. 

Mr. Barp. Yes. 

Senator Smirn. I can appreciate that is one defense that people 
who have been in charge of this property do have, that it would be 
unfair to them, that they have all sorts of impediments and roadblocks 
by reasons of impending legislation. All right, I think I understand 
you now. 

Senator Dirksen. Senator Smith, I might observe at this point that 
in a very brief summary of recommendations made by the former 
Director of the Office of Alien Property, who resigned on February 11, 
he included a similar recommendation without belaboring the point, 
and he will be before the committee tomorrow morning. We will have 
a chance — 

Senator Smirn. Who is that? 

Senator Dirksen. Roland Kirks. So we will have a chance to also 
examine his views on this matter. 

Proceed, Mr. Bard. 

Mr. Barp (reading) : 


©. Recommend any additional legislation or procedures necessary for the 
immediate disposal of all property. 

D. Determine the means of transferring the World War I accounts to another 
department, and recommend legislation to close out the pending claims arbi- 
trarily if necessary. 


Senator Smrrn. What do you mean by that? Why should that be 
done? How would you handle that? 
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Mr. Barp. Against the remaining cash on deposit of the World 
War I assets that have been reduced to cash there are claims of long 
standing filed, and as I understand it they are hopelessly tied up. 

Senator SmirH. What I am getting at is your language to trans- 
fer them to — department, I don’t know what department you 
have in mind, or I do not know how another department could do it 
any better. 

Mr. Barp. I probably have this report written in a way that is 
rather confusing. I might give you a brief background of it, Senator. 

First, I set out to recommend briefly and in summary all of the 
things that I think are necessary to do to liquidate this office. Then 
I took each one of them separately, one of which is this liquidation 

committee, and in summary all I have said is that it is suggested that 
the committee immediately set out to accomplish the following. 

One of the things that I think they should accomplish immediately 
s to determine the means of transferring the World War I accounts 
to another department. 

Senator Henprickson. May I interrupt there? 

Why would you separate the World War I account from the other 
accounts ¢ 

Mr. Barp. They are separated now, Senator Hendrickson. The 
World War I assets are composed of about $57 million of participat- 

ing certificates of the German Government that have been in default 
for 20 or 25 years. That came out under the Hitler regime, and 
unless the German Government or some form of government in Ger 
many sees fit to pay them off, they probably will continue to be on 
the Treasury books. 

Senator Henprickson. Are the principles of administration 
different ? 

Mr. Barp. There is not any real eee 

Senator Henprickson. Between World War I and II accounts? 

Mr. Barp. World War I accounts consist of only these participating 
certificates in the amount of $57 million and $2 million in cash against 
which there are certain claims pending. 

Senator Henprickson. So there is a difference in the principles 
of administration. 

Mr. Barp. Yes, that is true, too. The administration is prac- 
tically nil insofar as the World War I accounts, as far as administra- 
tion 1s concerned, but there are problems of resolving these claims 
against the cash balance. 

Senator Dirxsen. For clarification, let me ask Mr. Creighton at 
that point: 

Mr. Creighton, as I recall your testimony, it was a little at vari- 
ance with the interim report of the committee as to amount. I 
gathered from your testimony that it did not actually involve as much 
as $57 million. Was I correct ? 

Mr. Creiguton. That is right. The actual assets which we have 
today which are of any value are a little less than $2 million cash, 
L think. 

Senator Dirksen. Those are the assets ? 

Mr. Creicuron. Yes; $57 million represents the so-called partici- 
pating certificates which were supposed to be redeemed as the Ger 
man Government redeemed bonds deposited with the Secretary of the 
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Treasury under the debt-fund agreement in 1930. They only made 
one payment, I think, under that debt-fund agreement. 

Senator Dirxsen. Let me refresh myself on one other thing. As I 
recall, you indicated it was difficult to move on this unless there was 
first some action on the part of the Department of State. Was that 
correct 

Mr. Creicuron. Insofar as the participating certificates were con- 
cerned, the question of ever paying the value of what was due under 
the debt-fund agreement is a question the Department of State and 
its international affairs section can negotiate with Germany. 

Senator Smrrn. If Germany came forward with some international 
commitment handled by the Department of State for America, there 
might be some agreement by which Germany agreed to pay the $57 
million or to pay some portion of it. 

Mr. CretcutTon. That is right. 

Senator Smiru. That is what you have in mind. Who would get 
the $57 million ? 

Mr. Creicuron. The $57 million, if it was paid and collected, would 
be turned over to the Office of Alien Property and would be distributed 
to the German owners of the property whose 20 percent was paid into 
this particular special-deposits account. 

Senator Smirn. So in reality the World War I assets are not the 
same value to American claimants as these other assets that they 
would get by way of the War Claims Commission. 

Mr. CreicHtTon. That is correct, so far as I understand you. 

Senator Smirx. Because under the old law we would have to turn 
back to the German owners those properties or proceeds. 

Mr. CretentTon. That is right. Whatever we collect under these 
participating certificates would be paid back to the German owners. 

Senator Henprickson. They veut be placed in an entirely different 
‘xategory from the World War II assets? 

Mr. Cretcuton. That is right, except we would have to administer, 
we would have the burden—of course, many people have died since 
their claims were allowed and this amount of money has been paid in. 

Now, in that connection, I said that as fast as certificates were 
redeemed they would be paid over to the former German owners of 
the properties or their successors. 

Senator Smirn. I was wondering if there is any question on Ameri- 
can property. 

Mr. Creiauron. You mean on the $57 million ? 

Senator SmirH. Well, some of the successors in interest of the for- 
mer German owners may be American citizens today. 

Mr. Creitenron. I see. 

Mr. Hayes. Mr. Creighton, is there any specific reason you can 
give this committee why the $2 million in cash, which you have on 
hand cannot be paid to someone now? 

Mr. Creicuton. I think my testimony, previous testimony before 
this committee, breaks that $2 million down into the various categories 
for whom we hold. As TI recall now, without the figures in front of 
me, about $850,000 of it is property which is claimed by French and 
Austrian nationals. The State Department entered into an agree- 
ment with France—the agreement was entered into pursuant to sec- 
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procity should be established between our allies during World War I 
and the United States with respect to the German properties. And 
the State Department entered into a reciprocity agreement with 
France whereby France was to return American property and we 
were to return French property. There was a gentleman from the 
French Embassy in my office not long ago and we were discussing 
with him the fact that proof had not yet been filed with respect to 
French claims. 

Mr. Hayes. What you are saying to the committee is that there are 
things that are involved with the State Department activities which 
precludes your paying this money in cash to whoever would be the 
recipient # 

Mr. Creiontron. Other than the claimants themselves. I mean, 
we can pay to the French claimant if he qualifies and files the neces 
sary proof to show he is the owner of the property. 

Senator Smiru. In other words, establishes his right. 

Mr. CreicutTon. Establishes his right under the statute to the 
property. 

Mr. Hayes. Are you able to make any recommendation for the 
consideration of this committee which would make it possible to close 
out those claims involving World War I? 

Mr. CretcutTon. The chairman asked me to submit a recommenda- 
tion on that. I am trying to work on it now. I have not been able 
to really find the answer to the question yet with respect to all the 
funds that we hold. 

Mr. Hayes. I understand you are making that recommendation to 
the committee. 

Mr. Creieuron. I am trying to work out some plan that I thing 
might be feasible to clean up most of the matters. Whether I can 
make a recommendation that will clean up all of the World War I 
matters, [ am not sure. 

Mr. Hayrrs. Thank you. 

Senator Dirksen. Proceed, Mr. Bard. 

Mr. Barp (reading) : 

E. Determine the procedure necessary to transfer a creditor’s claim in a vested 
enterprise to a claim to the proceeds from the liquidation of the vested enter- 
prise. In addition, determine the procedure necessary to transfer minority or 
majority stockholders’ rights in vested enterprises to secondary claims against 
the proceeds of the assets in liquidation. 

Senator SmirH. What do you mean by saying “transfer minority 
or majority of stockholders’ rights in vested enterprises to secondary 
claims”? What do you mean by secondary claims? 

Are you going to change the respective rights of those minority and 
majority stockholders ? 

Mr. Barp. No. Let us assume for the minute, Senator Smith, that 
the Office of Alien Property has vested 75 percent of the corporate 
stock of an enterprise, that they have decided it was feasible to liqui- 
date that enterprise and dissolve the corporation, put it out of business, 
in other words, it did not serve the national interest, it was probably 
maybe against the national interest for it to continue or some other 
reason they might have had, maybe it could not operate profitably or 
for some reason it was determined that this company would be put 
in liquidation. 
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Senator Smirx. That is why the Custodian held 75 percent. 

Mr. Barp. Anything less than 100 percent. 

Senator Smrra. All right. 

Mr. Barn. In order to liquidate some of these companies—and of 
course as you know the creditor’s claims in the corporation are against 
the corporation and against the corporate entity itself—at the date 
of vesting of most of these going concerns you have a certain amount 
of creditors on the books. Now, in order to liquidate some of these 
enterprises that are still hanging fire and in order to resolve or dissolve 
the entire organization and reduce all of the remaining assets to cash, 
it is going to be necessary to get a release from these creditors, release 
from the | corporation, and to pl ice their claim in the same category 
as a debt claim against a specific asset. I do not believe there is any 
real problem in it. I think it can be done without any trouble at all. 

Senator Smrrxu. Suppose the minority stockholders do not want to 
do that? Suppose they do not want to see their corporation liqui- 
dated, as it isa thoroughly solvent concern. It is not my concern that 
even the m: Ljor ity stoc ‘kholc lers can do some of the things you have in 
mind. This is a going concern. Say the Custodian owns 40 percent 
or 60 percent, that would not give the Custodian the right to say that 
the corporation has to be dissolved unless it is insolvent. 

Mr. Barp. Of course a good many of them are. These are specific 
types of enterprises that it has been determined they will be put into 
dissolution and put out of business, they are inactive in most cases. 
It is a question of determining the value of the assets remaining and 
the realization and reducing those assets to cash. In order to expedite 
the program of liquidation, it would appear to be advisable to transfer 
the claims of those creditors to claims against the proceeds from the 
assets that we are going to have in liquidation. 

Now, it remains at that point then the minority interest, stock- 
holders’ interest, in most cases there is an agreement already between 
the Office of Alien Property and the other stockholders, an agreement 
already to liquidate, an agreement of liquidation and dissolution. I 
do not believe there is any contest at all. 

Senator SmirxH. Can you illustrate how this recommendation would 
work if it applied to General Analine Co. ? 

Mr. Barp. I am not talking about such enterprises as General ee 
line. I am talking about, let us say, the ABC Trading Co. that w 

vested on the west coast that was an import-export company, a J¢ a 
anese formation. There may have been a stockholder or two in that 
corporation at the time we vested the majority of the stock that was 
not an alien, not a Japanese. That company, possibly by its very 
virtue, of its activities, stopped going as a going concern because of 
the lack of importation, of exportation. There are certain assets in 
that corporation, there are certain foreign holdings that corporation 
had, foreign assets, there are certain creditors, American creditors 
on the books of that company at the time it stopped its operation. 

Senator Smrru. Will you tell us how this recommendation would 
apply in case somebody decided they wanted to sell General Analine 
regardless of the likes of the minority stockholders. It would have 

to apply to all corporations alike, would it not ? 

Mr. Barn. No, not in thiscase. 

Senator Smrru. The law would not? You are going to have a 
special law for a special corporation ? 


2 CON ahaa arin. ietssc waa. Fee agli 4 nase 


1 maa CAR AOA wth 0+ 


| 
| 








ADMINISTRATION OF TRADING WITH THE ENEMY ACT 407 


Mr. Baro. I do not believe you need a special law for this, sir. I 
think it is an agreement between the majority stockholders and the 
minority stockholders to agree to let us dissolve this corporation and 
our creditors on the books become primary creditors against the 
assets. 

Senator Smiru. You can do that now. 

Mr. Barp. Yes. 

Senator Smirn. All right. 

Mr. Barp. The minority stockholder’s share with the Attorney 
General the residue, a secondary claim, anything to get these cor- 
porations liquidated. 

Mr. Dorie. You are going to have remaining in all these corpora- 
tions foreign assets and later on in this study we recommended that 
all be transferred en masse to a liquidated corporation. When that 
is done, these people remaining have a claim against that asset. 

Senator Smirn. Could not the Alien Property Custodian do that 
now if it is feasibly and humanly possible? 

Mr. Barp. That should be done. 

Senator Dimrxsen. You refer to this as a matter of procedure. 

Mr. Barp. Yes. I think it is an important point, too. I think it 
is one of the most important things they should do, to get rid of 
that 100 or 125 enterprises that they have in the process of liquida- 
tion and have been in the process of liquidation for 10 years. 

Senator Smirn. Do you have any objection to asking Mr. Creigh- 
ton if something of that sort has been considered in the Office? 

Mr. Cretenton. Not in that particular phase of it. 

Mr. Scuiezincer. Mr. Rubin testified for 2 days. A portion of 
his testimony and his statement covered the problems involved in the 
liquidation phases. There is a drive on in the office now to the extent 
possible to wind them up. 

As Mr. Bard pointed out, these cases of course have nothing to do 
with companies like General Analine. These are companies being 
dissolved under State law, small enterprises which during the war 
were placed in liquidation under State law. Liquidations in a number 
of cases have been held up by such things as the fact that there may be 
unrealized foreign assets, and we still hope now in the postwar period 
to be able to realize on foreign assets. We don’t want to throw them 
away if there is an opportunity to realize on them, particularly since 
only now in Germany and Japan are they beginning to revalidate 
some of these things. 

Senator Smiru. You have that in mind, in other words? 

Mr. Scutezincer. That is right. So that the final dissolution of 
the companies has been held up to try to realize on these foreign 
assets. 

Senator Smirn. All right. 

Senator Dmxsen. Proceed. 

Mr. Barp (reading). 

F. Immediately survey the branch offices to determine the means of closing 
these offices, disposal of the work carried on in the offices, and the consolidation 
of all activities into the Washington office. 

G. Determine the means of transferring patents and copyrights to another 
Bureau or Department. 

Senator Smirx. What department do you have in mind? Do you 
have anything specific in mind? I do not want to prolong this thing. 
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Mr. Barn. The Patent Commission Board of the Department of 
Commerce can handle just such a situation as this, lam sure. (Read- 
ing :) 

H. Determine the means of transferring the custody and accounting for 
blocked accounts to another department. 


We go into detail on that later on. So we might pass over it. 
| Reading : | 


I. Determine the means of transferring to a liquidating unit the title to 
foreign assets, both those in enemy countries and those in nonenemy countries 
for the purpose of realization. 

The Liquidation Committee’s policy should be that of consolidation and 
liquidation simultaneously with the preparation of required legislation. It 
will be necessary for members of the committee to confer with department and 
agency heads as to their facilities for absorbing portions of this program and 
the methods of transfer. It is recommended that the committee consult the 
former counsel for the subcommittee originally created to conduct this study. 


Do you want to take the next section ? 

Senator Dirksen. Now, you can go back to page 3 and read your 
second recommendation. 

Mr. Barp. Page 3 again states: 


With the foregoing conditions in mind, the following recommendations are 
submitted for consideration, and may be summarized as follows: 

1. Immediately form a committee composed of attorneys, accountants, eco- 
nomists, and businessmen under the direction of the Attorney General of the 
United States. 

2. Enact legislation immediately to transfer title claims to the proceeds from 
the sale of properties, rather than against the property itself. 


Now, in connection with that, we have prepared starting on page 7, 
two pages of review of the Claims Section, broad review of it: 


The vesting program instituted under the Trading With the Enemy Act 
created many claims against the Office of Alien Property for the return of vested 
property (title claims), and claims for obligations due and owing from owners 
of, and directly against, the property vested (debt claims). 

At June 30, 1952, there were approximately 8,500 title claims outstanding, and 
also something over 100 section 9 (a) suits filed (when a title claim, if ad- 
ministratively pursued, is decided against the claimant, he has the right to file 
a section 9 (a) suit to secure judicial determination of his claim). Where a 
section 9 (a) suit has been filed, the property against which the suit has been 
filed cannot be disposed of until the litigation has been decided. The same 
policy has been followed by the Office of Alien Property with respect to assets 
against which title claims have been filed, that is, there can be no liquidation 
until the claim has been decided. 

The filing of title claims and section 9 (a) suits has held up the sale of such 
vested property as General Aniline & Film Corp. stock, General Dyestuff Corp. 
stock, and Karl Lieberknecht, Inc., stock. Unless legislation is enacted which 
will permit the sale of the properties against which title claims or section 9 (a) 
suits have been filed, the Office of Alien Property, or a similar agency under a 
different name, must continue in existence to act as Custodian of these prop- 
erties. Once the Office of Alien Property is permitted to convert these assets 
into cash, through sale or liquidation, the settlement of title claims and section 
9 (a) suits becomes strictly a legal function, and the existing facilities of the 
Department of Justice can absorb this activity. 


Senator Smiru. Mr. Bard, right there, the Custodian holds certain 
shares of stock in General Aniline. 

Mr. Barn. That is right. 

Senator Smirnu. Not the assets of the company itself. 
Mr. Barp. That is true. 

Senator Smirn. Therefore, it would be a fairly simple matter, 
would it not, as and when the proper time arrived, if anyone could 
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tell when that would be, for the Custodian to offer for sale the stock 
in this company and it would not have to get down to liquidation of 
General Aniline or sale of assets. 

Mr. Barp. That is true. They own the stock of the corporation 
and it would be a matter of disposing of the shares of bral in the 
company. 

Senator Smiru. Now, if the shares of stock only were disposed of, 
that would protect the rights of men like Mr. Derby. 

Mr. Barp. Yes. It would have no effect on them that I can see. 

Senator Smiru. Has there not been some suggestion made that the 
Government attempt to do in that company what you were suggesting 

ack there and force the liquidation and sale of the physical assets of 
General Aniline. Your heard that suggestion. 

Mr. Barn. I think I have heard the suggestion, but certainly I would 
never recommend that. 

Senator Smirn. You would not recommend that? 

Mr. Barp. No, sir. 

Senator Henprickson. Am I correct that Swiss or German stock- 
holders are trying to take over the company through the purchase of 
stock from the Swiss owner ¢ 

Mr. Baro. I think they ure claiming ownership to the stock that has 
been vested by the Office of Alien Property. I believe that is true. 
I am not too familiar with the litigation involved in that, but that 
was my impression, that this Swiss company, holding company, was 
attempting to recover the stock vested by the Office of Alien Property, 
claiming that it was not enemy held. 

Senator Henpricxson. That could be a contest that might resolve 
itself in the final analysis between the Swiss claimants and the War 
Claims Commission which represents really American soldiers, could 
it not ¢ 

Mr. Barp. That is right. 

Senator Henprickson. The War Claims Commission would want 
to hold onto these assets if they are entitled to hold onto them. There- 
fore, they would be a real party in interest in any litigation brought 
by the Swiss. 

Mr. Barp. Also, you could bring up another recommendation that 
in view of the fact that the Office of Alien Property is to transfer to 
the War Claims Commission the proceeds from the vesting program, 
you might just transfer General Aniline over to the War C laims Com- 
mission and let them administer. I do not want to be facetious, but 
that is what you were suggesting. 

Senator Hrnprickson. Who would really get the fund eventually if 
there were any surplus left? 

Mr. Hayes. Might I ask at that point, I apprehend you will not be 
before this committee again. Senator Smith's question raises some- 
thing in my mind. $150 million has been taken from Alien Property 
funds up to date and transferred to the War Claims Commission for 
the payment of these war claims. 

Mr. Barn. It was up to June 30, Mr. Hayes. I do not know whether 
any has been taken over since that date or not. 

Mr. Hayes. You have been serving as an accountant with the com- 
mittee for a number of months, is that right ? 

Mr. Barp. That is right. 
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Mr. Hayes. Have you in the course of those months made any study 
accountingwise to determine how much of the funds which have been 
accumulating in the hands of the Alien Property Custodian are avail- 
able today for that purpose? 

Mr. Barp. No, sir. 1t would be a tremendous task if 1 were to start 
out to do it. During our examination of the accounting records in 
the New York office it was revealed that the accounts, the proceeds in 
the alien accounts, that were free and clear of all claims, and therefore 
rightfully transferable to the War Claims Commission, had not been 
closed and transferred to an account to the credit of the War Claims 
Commission. ‘There had been some, but the big majority had not 
been closed out. 

The administrative charge of approximately 20 percent of the net 
proceeds remaining in the account which was to be transferred to an 
administrative account for the purpose of defraying the expenses of 
the operations of the administration of the Office of Alien Property 
had not been transferred. I would say that there are probably some 
20,000 or 30,000 accounts, maybe 20,000 accounts involved in this pro- 
cedure of transferring, that the balances are free and clear and range 
anywhere from dollars up to millions of dollars, no doubt. 

To determine the amount of funds available for the War Claims 
Commission would be a tremendous task and would involve the 
scrutiny and analysis of some 40,000 or 50,000 accounts on the books. 
It is my understanding that the Comptroller is now making such a 
determination and, as I understand it, is closing these accounts into 
the War Claims Commission account which would determine the 
actual amount that was available as of June 30, 1952. 

Mr. Hayes. For the information of this committee, as far as you 
know, the accountant having made such investigation as you have 
been able to make over the last 7 months, no one in the Government has 
available statistics which would tell this committee the exact amount 
of money now available derived from Alien Property funds which 
could be made available to this War Claims Commission. 

Mr. Barp. That is true. 

Senator Smiru. In other words, that was the basis of the discussion 
that took place here in which one of these gentlemen appeared to 
disclose that money had been transferred to the War Claims Com- 
mission before there had been any positive identification as to the 
amounts that were transferable. 

Mr. Barp. That is true. 

Senator Smrrx. I believe one witness or someone suggested there 
might be $60.5 million that would be found to be properly transfer- 
able. Someone else suggested it might be twice that amount, $38 
million or $48 million transferable. 

Mr. Barp. Mr. eens the Comptroller of the Office of Alien 
Property, at Mr. Sapp’s request, came down to.our office on the 19th 
of December to hold an informal conference, and at that time he was 
quested at great length as to this $150 million transfer and the amount 
of funds that were available to transfer. During the conference here 
he stated that he had made an estimate of approximately 2 or 3 years 
back. I might read 1 or 2 parts of it here. I want to pick up where it 
starts. I will pick up in the middle. Mr. Downey said: 


No, it is discretionary as to when I close that account out. 
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Mr. Sapp said: 

Why is it discretionary? 

Mr. Downey stated: 

If I were to stop to do that, I would have to divert part of my personnel away 


from its current work to do that very thing you are asking me to do. Further- 
more, Without actually going through this operation which you are asking me 


, 


why I haven't gone through, about 2 years ago I in effect got the same informa- 
tion by making an analysis of all of cur accounts at that time to see which 
rccounts did have balances in them that were available. 

Mr. Sapp said: 

What did you find out then? 

Mr. Downey stated: 


At that time we found out we had about—an estimate again—$38 million. 
his was only a transfer. 

Mr. Sapp said: 

Was that after you had applied the $150 million of transferred? 

Mr. Downey said: 

No, sir, that was an attempt to figure out what balances were free at that 
that time. 

Mr. Sapp said: 


You mean if you had followed the law according to your estimate, you would 
have not had but $35 million available at that time or have had $388 million 
total of it? 

Mr. Downey said: 

At that stage of the program, those were approximately, I believe, the balances 
that I had free. 

Mr. Sapp said: 

Then you have transferred to the War Claims fund $112 million more than 
your boks showed available. 

Mr. Downey said: 

At that time it was my estimate after a survey of the accounts, that we had 
perhaps $38 million. As I say, that was an estimate. It was not an exact 
figure by any means. This I believe was at the time when we transferred the 
first $25 million. 

That is why I mentioned the $38 million to you a minute ago. 

Senator Smrru. That is the only figure you have any real basis 
for, that is the reason you regard it in making an estimate / 

Mr. Barn. That is true. 

Senator SmirH. So my estimate at the hearing before that was 
probably $100 million more to be transferred than there was appar- 
ently available at the time was somewhere near correct; according to 
these figures, $112 million. 

Mr. Barp. As I understand it from Mr. Downey’s statement, at 
the time the transfer of the first $25 million there was a survey made 
of his accounts, he probably had 40,000 or 50,000 accounts on his 
books. I do not believe at the time that that estimate was made 
those accounts were actually closed. I believe it was just an analysis 
made and that is why it was an estimated figure. 
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Subsequently, of course, there was more money transferred to the 
War Claims Commission in varying amounts and eventually there 
was $150 million transferred. 

Now, it is my understanding that no further survey has been made 
of the free and available balances up to this time, nor have all of the 
accounts that were to be closed out into the War Claims Commission 
actually been closed out. I — stand that the program is being 
worked on at the present time. I do not know what the results of it 
are, if any, at this point. 

Senator Smirn. In other words, if all the lawsuits involving Gen- 
eral Aniline and those big companies are resolved in favor of the 
Government that would mean many, many more millions available 
rather to be turned over to the War Claims Commission. 

Mr. Barn. That is true. 

Senator Smirx. But that presupposes that the Government is going 
to win all of these lawsuits that are pending. 

Mr. Barpv. Not only are they going to win all the lawsuits pending 
but also you have to make allowances for any possible depression 
in the estimates of the value of the properties, too. 

Senator Dirksen. Mr. Schlezinger, have you any comment to make 
with respect to any free and available balances that might be trans- 
ferred and what has been done in Mr. Downey’s office on that point? 

Mr. Scniezrncer. Yes, I will be glad to. 

You will recall that on the second day of the hearings during Mr. 
Creighton’s testimony I gave testimony on the $150 million. I am 
glad to advise that a much fuller statement went to the Deputy 
Attorney General this morning for presentation to this committee 
and presumably will be delivered before the end of the week. This 
statement covers the entire history of our advances to the War Claims 
Commission, contains photostatic copies of all of the original vouchers, 
all of the original checks, and so on. 

As I indicated the other day, with respect to the legal issue, I had 
had considerable discussion with Mr. Sapp, and as ‘I say, we dis- 
agreed on the legal authority. Mr. Sapp’s position on the legal 
authority was contrary to that of the Department of Justice. The 
material that is being forwarded to this committee contains the legal 
opinion of the Assistant Attorney General in Charge of Alien Prop- 
erty and the legal opinion by the Assistant Solicitor General of the 
United States on that subject. It shows that every check that has 
ever been advanced to the War Claims Commission was signed per- 
sonally by the Attorney General of the United States; that every 
voucher was signed by the Attorney General then in office; that that 
was done in each case on the writien recommendation from the As- 
sistant Attorney General in Charge of Alien Property to the Attorney 
General. 

Senator Smiru. There was no suggestion of any improper activity ? 

Mr. Scuiezincer. I understand 

Senator Smrru. So far as I knew, there had been no suggestion 
that the Attorney General or Assistant Attorney General had done 
anything that constituted malfeasance. 

Mr. Scuiezincer. I appreciate that. We are furnishing all this 
information because we want the record to be clear that ‘these ad- 
vances and the legal position taken on them was passed upon by the 
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ghest possible legal authorities ir. the executive branch of the Gov 
ernment 
Now, with respect to the amount free and clear, shortly after the 
statement of Mr. Downey, that Mr. Bard just read, we eet up within 
e Office of Alien Property, that is, with Mr. Kirks, the question 
of beginning immediately the ¢ ‘losing out of individual accounts, to 
see whether we had art ‘ived at a position in alien property Ww here we 
ould commence closing out the accounts and get more accurate esti- 
ites as to the amounts actually available. 
Mr. Downey, our Comptroller, has been engaged in that. He has 
been operating under a directive from the head of the office for several 
ths Mr. Dow ney has just advised me that on the basis of the 
nroeress made so far, he knows now of close to $120 million free and 
ear of al] claims, litigation, taxes, administrative expenses, and si 


h. which can be credited against the $150 million advanced so far. 


ese are accounts where the statute of limitations has expired, t 

xes have been taken off, the administrative deductions have been 
taken off, and soon. Mr. Downey says there is close to $120 million 
free and clear, which can be credited against the $150 million advance 


prev iously made. 

As I indicated in my statement last week, the Office of Alien Prop- 
erty has no doubt whatsoever upon the basis of its available estimates 
that there will be ample funds to cover the $150 million so far ad- 
vanced and believes there will be a substantial additional amount of 

money which it is believed will be sufficient to cover the legislation 
enacted by Congress at the last session for the extra dollar and a half 
a day to the veterans. 

No advances have been made above the $150 million, however, to 
over the new legislation of last year. 

Now, with respect to claims and litigation, Senator, in estimating 
the amount that will ultimately be available for the future, the Office 
of Alien Property has set up a reserve of 100 cents on the dollar on 
9 (a) suits. So in determining the amount which will ultimately be 

available on our balance sheet which we are forwarding to the com- 

mittee and which you will have before the end of the week, you will 
see that we are listing a reserve, setting up a reserve for 9 (a) suits 
at the full value of the property involved, so that, as we certainly 
hope will never happen, even if we would lose 100 percent of every 
9 (a) suit, we will still have ample money to cover the advances that 
have been made. 

Senator Smirn. That was not known at the time the advance up to 
$150 million was made. What you are telling us was not known at 
the time. 

Mr. ScutezineEr. The litigation reserve ? 

Senator Smiru. I am not talking about reserve. I am talking about 
availability of $150 million at the time the advances were made, those 
advances were made before there was any positive indication that there 
would be $150 million of free money. 

Mr. Scutiezincer. In the material we are forwarding we are at- 
taching the balance sheet that the Office had as of the date of each 
individual advance and the estimates contained in the balance sheet 
when each individual advance was made showed an amount ulti- 
mately available, an estimated amount. 

Senator SmiTH. Set aside? 
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Mr. ScHLezincer. Well in excess of the $150 million. 

Senator Smiru. Does it show who made those estimates ? 

Mr. Scutezincer. There is a lengthy statement in there which ex- 
plains the process. 

Senator Smitu. The person who made those estimates; can we 
find who did it? 

Mr. Scuezincer. It was done by a number of people within the 
Office. The head of the Office, the Assistant Attorney General in 
charge, makes the final determination as to the amount ultimately 
available upon the basis of consultations with the staff. 

Senator SmiruH. He makes an estimate on the basis of statements 
made to him’? 

Mr. Scuiezincer. Yes; consultation with various staff members. 

Senator Dimxsen. Proceed, Mr. Bard. At the top of page 9, I 
believe. 

Mr. Barp (reading) : 


Debt claims. At June 30, 1952, there were approximately 43,000 such claims 
outstanding. The filing of debt claims or litigation instituted in connection 
therewith does not prohibit the liquidation or sale of the assets against which 
the claim or suit has been filed, as these are money claims. This, therefore, 
reduces the problem to one of expediting the review and allowance or disallow 
ance of the debt claims. The Department of Justice has existing facilities to 
handle this work. The assets, against which these claims have been filed, have 
been or are in the process of being converted into cash. Such cash should be 
covered into earmarked safekeeping accounts with the Treasury until the litiga- 
tion or claims have been decided. 

As to the extent of the legislation necessary to expedite the matter of title 
and debt claims, it is understood that the former counsel of the subcommittee 
has recommended legislative proposals in these matters and should be consulted. 


Senator Dirksen: Now, you go back to No. 3 at the top of page 4. 
Is that correct, or what ? 
Mr. Barp. The following recommendations are submitted : 


4. Immediately enact legislation necessary to close out all claims against 
cash on deposit to the credit of the World War I account, and transfer the 
functions of this‘section to the Treasury Department. 


One page 9: 


World War I Assets and Claims: The Office of Alien Property is still engaged 
in the disposition of World War I assets. The program has reached a confused 
status from which only legislation will extricate it. There are no marketable 
securities held by the Office of Alien Property as a part of World War I assets. 
There are assets listed in the amount of $57,419,820.73, which are participating 
certificates supported by German Government obligations assumed by the Debt 
Funding Agreement of 1930. They have been in default for more than twenty 
years. Whether any amount will ever be realized on these certificates will 
depend upon the German Government resuming the redemption of the obliga- 
tions deposited with the Treasury Department under the Debt Funding Agree- 
ment of 1930. 

In addition to these participating certificates, there is segregated cash in the 
United States Treasury as of June 30, 1952, in the amount of $2,003,158.48. The 
Office of Alien Property has indicated that approximately $889,483 will be needed 
to cover claims and other charges of a very involved nature which will be 


perpetuated, unless a complete analysis is made of the status of each of these 


claims and charges, and legislation is enacted for the purpose of disposing of 
these claims and charges. 

Against the remaining cash, namely $1,113,675.48, active claims have been 
presented by persons who alleged that they were citizens of France, Austria, 
Poland, Czechoslovakia, Yugoslavia, and the United States. A portion of this 
balance may be transferable to the German special deposit account after final 
audit and action is taken upon all these active claims. 
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Senator Dirksen. Mr. Creighton, may I ask, I thought I saw a 
reference in the new Bonn agreement to setting aside X-dollars for 
the purpose of taking care of certain war claims. I presume that that 

had no relationship whatsoever to World bos ar 1? . 

Mr. Creronron. That was obviously to pay aw: ards of American 

tizens made by the Mixed Claims Commission created after World 

War I between United States and Germany. Those awards were to 

be paid out of the German special deposits account set up in the 

lreasury Department. You see, each award holder has already been 
paid up to 80 percent of the amount of the award. 

. nator Dirksen. There would be nothing in that convention to 
rther complicate this possible disposition of World War I claims 
it are involved here? 

Mr. Creteuton. That is right. 

Senator Dirksen. Now then, back to No. 5, Mr. Bard. 

Mr. Barp. May I finish? 

Senator Dirksen. Yes. 

Mr. Barp (reading). 


Recommendations: It is recommended that the accounting records repre- 


nting the German participating certificates be transferred to the Treasury 
Department However, basically any settlement of this debt will have to be 
negotiated by the State Department. <A review should be made immediately 


the status of the claims pending against the cash balance held by the Office 
Alien Property in order that proper legislation can be recommended for the 
lisposition of all of these claims, bearing in mind that the problem of World 
War I assets and claims has not been resolved in a period of approximately 
venus 
Senator Dirksen. Have you any comment to make at that point on 
, Mr. Creighton, since you did have some consultation with the 
tate Der partment. 
“ CrricHtTon. With respect to the claims that are pending, I think 
it if the committee wants an analysis of each one of those claims, 
we can furnish it. They are active claims. We have advised the 
French Government and the Austrian Government of the proof that 
s necessary to dispose of these claims. 
With respect to those few claims filed by citizens or residents of the 
countries behind the Iron Curtain, we have not taken any action at all. 
Senator Smirn. Mr. Creighton, would it expedite the adjustment 
of those claims to transfer these certificates to the Treasury Depart- 
ment ¢ 
Mr. Creienron. The participating certificates are merely held 
by the Alien Property Custodian. 
Senator Smitru. No efforts are required along that line? 
Mr. Cretcuron. I suggested here that as far as the actual admin- 
istration of World War I funds is concerned, the cost of administra- 
tion by the Office of Alien Property is very little other than that 
arising from the processing of the active ‘claims. Now, someone 
would have to do that if we are going to return this property. I 
have 1 man and 1 lady working on World War I claims in the Claims 
Branch of the Office of Alien Property. I have no figures here, but 
since 1948 when we resumed processing of claims, there have been 
between 400 and 500 claims allowed. We are disposing of a few of 
them every month as we get the proof. 
Senator Smiru. That is reflected in your annual report. 
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Mr. CreicuTon. a is right. There is certain cash which we 
hold in World War I accounts which we could transfer if we had leg- 
islation authorizing us to do so. 

Senator Henprickxson. Is that the $2 million odd referred to in 
this report / 

Mr. Creignron. That is part of it. 

Senator Henpricxson. There is more than that? 

Mr. Creieuron. No. The $2 million odd is the total amount of 
cash assets which we hold with respect to World War I property. 

Mr. Barn. Senator, bear in mind that this report is based upon a 
liquidation of the Office of Alien Property. As such, you have a 
continuing activity here in the form of these claims in World War I 
assets that have been going on for years and years. Unless some 
kind of legislation is enacted to get this maze of problems that they 
have in respect to some of these claims out of the way, settle them 
either through legislation or arbitrarily or something, this operation 
will go on indefinitely. If that is going to be the case, then it should 
be put someplace where it could be handled. If it is going to be a 
continuing operation and the Office of Alien Property is not going to 
be a continuing operation, then it is feasible to transfer it to some- 
body else to pay off these few claims a year or whatever they are doing 
with them. 

Senator Dirksen. That goes back to the earlier suggestion you 
made in your statement with respect to diffusing functions. 

Mr. Barp. Yes. This is one that can be separated without any 
problem. 

Mr. Hayes. Is there nay statute of limitations with relation to 
filing of claims against the World War funds? 

Mr. Barp. There is. 

Mr. Hayrs. What is the date? 

Mr. Barp. I think it was April 30, 1948, section 33 of the act. 

Mr. Hayes. So that all of the pending claims are at least approx- 
imately 5 years of age or more ? 

Mr. Barp. Yes. Most of them are much older than that. 

Mr. Hayrs. So what you have to dispose of now are claims that 
are known and have been handled by the Office for at least 5 years. 

Mr. Barp. I would say that, sir. 

Senator Smirn. Of the $1,113,000 of active claims, I judge from 
what Mr. Bard says, there is the question there of w hether or not the 
person was a citizen of France, Austria or Poland, whether or not 
they were enemy aliens. 

Mr. Creicuron. I recall that under the World War I definition of 
enemy, an enemy was a person resident in an enemy country or any 
country occupied by the enemy. Part of France was occupied. 
Austria, of course, was an enemy, Austria-Hungary. It may be that 
some of these French claimants were persons who were not in that 
part of France which was occupied during World War I. 

The great trouble, as I explained to this ¢ committee, on these claims, 
was that under section 9 (e) of the act, France and the United States 
did not get together on the reciprocity question until 1939. In that 
year the State Department certified to the Office of Alien Property 
that reciprocity had been established. 

Shortly thereafter, France was again occupied by the Germans 
and we could not process any of those claims during World War II. 
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[t was not until 1948, I believe, when the State Department certified 
to us that France had again established reciprocity with respect to 
World War I claims. 

In 1948, I believe it was, we passed the statute, Public Law 375, which 
prov er that all funds we held with respect to World War I prop- 

, the return of which had been forbidden by the Harrison Resolu- 
tion "of 1934, should be transferred to the German Special Deposits 
Account. 

We then went over every pending claim in our Office. We had to 
vo over about 3 or 4 thousand claims and we transferred between 8 
ind 9 million dollars to the German Special Deposit Account. That 
5 or 9 million dollars was distributed to the American award holders 
»f the Mixed Claims Commission. 

Now then, we also went over these other claims and we set aside 
he claims that were pending with respect to the funds that were not 

sferable. Those are the claims we are now working on. We have 
ertain balances there. I think you will find in the record of this 
committee that when I testified previously, I broke it down into ac- 
‘ounts and various categories. It is my opinion that legislation could 
be enacted authorizing us to cover into the Treasury some of those 
vccounts. 

Senator Dirksen. Proceed, Mr. Bard. 

Mr. Barp (reading) : 


5. Immediately transfer the records and the responsibility for foreign funds 
ntrol to the Treasury Department. 


On page 11 it is detailed a little more: 


This activity became necessary because of two governmental actions in con- 

ction with blocked accounts and scheduled securities. 

Blocked accounts: In 1940, by Executive order, all assets belonging to foreign 
nationals in this country, except those of the United Kingdom, Hire, and Turkey, 
were frozen. Banks, banking firms, brokerage firms, insurance companies, and 
so forth, were ordered to report to the Treasury Department such accounts, and 
not to release any assets from these accounts without a general order from the 
rreasury Department for each transaction. 

The Federal Reserve banks carried out this program. Beginning in October 
1945, machinery was put in effect which provided for the unblocking of assets 
of persons in most of the enemy occupied and neutral countries, if the govern- 
nent of the country where the beneficial owner resided certified there was no 
enemy interest in such assets. However, not all of the nationals of these coun- 
tries have availed themselves of this procedure, which had the incidental effect 
of disclosing to their respective governments the ownership of assets in the 
United States. 

In 1948, under the Snyder-Vandenberg plan, all the assets remaining blocked 
vere transferred to the jurisdiction of the Office of Alien Property, and a new 
census of blocked accounts was ordered. The Office of Alien Property made 
available to the respective governments the information obtained by this census. 
lurther, all uncertified assets (ownership not revealed) were to be vested 
by the Office of Alien Property on the theory that such assets were enemy owned. 
These assets were to be released if subsequent disclosure revealed their non- 
enemy ownership. 

A complication arose when it was decided to keep blocked the accounts of 
residents of the satellite countries. Apparently release of these assets is 

ade only when such a resident moves to a nonsatellite country. There now 
remains blocked assets, with a book value of approximately $10 million, be- 
onging to residents of Western European countries. The Office of Alien 
Property indicated that the value of these assets is overstated due to the man- 
ner of reporting the values. 

It appears improbable that any of the blocked assets are enemy owned. The 
blocked assets of residents of the satellite countries must remain blocked until 
a decision as to their disposition has been reached by the State Department 
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which is handling this phase of the blocked account program. Until this de- 
cision has been made, there will be very little activity in these accounts. 

Recommendations: It is recommended that the assets included in the blocked 
accounts of nationals of Western Europe be unblocked in order to permit the 
present holders of these assets to settle them in the ordinary course of business, 
It is further recommended that all records and control over these accounts 
be transferred to the Treasury Department for future administration. 

List of scheduled securities: Bearer bonds believed looted by the Germans 
during the period they occupied Belgium, the Netherlands, and France, were 
soid by them in the black markets of Europe. The Netherlands Government 
provided the United States Government with a list of these securities, which 
it secured from the records of the German occupying authorities left behind 
when driven from the Netherlands. Some of these securities were bonds issued 
by corporations of this country, and others were bonds issued by foreign gov- 
ernments or foreign corporations which have paying agents in this country. 
The Office of Alien Property was given jurisdiction over the program aimed 
to recover these securities for the original owners from whom they were looted. 
The Netherlands Government is paying the cost of the Office of Alien Property’s 
activities in this program, because the majority of the securities on this list 
were taken from nationals of the Netherlands. 


Senator Hennines. Mr. Bard, 3 or 4 years ago were not the ac- 
counts, the blocked accounts, under the jurisdiction of the Treasury? 

Mr. Barn. Yes, sir. 

Senator Hennrnas. I recall representing a client in private prac- 
tice some years back when we had to go to the Treasury. It seems I 
was caught in the hiatus between the transfer from the Treasury to 
Alien Property. We had quite a time. 

Thank you very much. I wanted to refresh my recollection 
about it. 


Mr. Barp (reading): 


I is further recommended that all records and control over these accounts 
be transferred to the Treasury Department for further administration. 


Senator Dirksen. No, you are down in the middle of page 13. 
Mr. Barp (reading) : 


The Office of Alien Property vested all of the domestic securities on the 
looted securities list and issued blocking orders to the paying agents for the 
foreign securities. As these securities find their way into the United States 
they are turned over to the Federal Reserve bank in New York, which notifies 
the Office of Alien Property, which, in turn, notifies the Netherlands Embassy. 
The Netherlands Embassy takes such steps as it deems necessary (litigation, 
compromises, etc.) to secure title to these securities for its nationals. This 
activity will continue as long as the Netherlands Government deems it necessary 
and economically sensible. 

Recommendations: As this activity is part of the Foreign Funds Control 
Section, it is recommended that it be transferred to the Treasury Department 
together with the blocked accounts program. 


Senator Dirksen. May I say, Mr. Bard, vou do not have a copy of 
that Executive order issued in 1940, do you? I wonder if it could not 
be inserted in the record. I have heard some curiosity expressed 
about it. You will be able to obtain a copy ? 

Mr. Barp. Yes. 

Senator Dirksen. Very well. In connection with that item in your 
discussion, suppose the Executive order be inserted. 

I was curious about that 1 item of $10 million. Mr. Creighton or 
Mr. Schlezinger, I do not believe we have had any testimony on that 
particular item before. I am curious because of the line that says 
Alien Property indicated the value of these assets is overstated. 
Would it be as much as $10 in those blocked accounts? 
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Mr. Scuieztncer. I do not believe I could answer that question 
without checking back with the officials in charge. 

Mr. Doyte. Senator Dirksen, the figure that was in there was 
secured from the Office of Alien Property. We did not check it. 
They did not think it was correctly stated because of the manner 
n which the people reported. There would be a report of a claim 
igainst an estate, and the person making the report would give the 
value of the whole estate rather than a portion of it. Errors in 
reporting. 

Mr. Scutezincer. Mr. Lamude advises me the figure is approxi- 
mately correct. 

Mr. Barn. Shall I continue ? 

Senator Dirksen. Yes. Now, you have finished with that item. 
Phe next item is No. 6 on page 4. 


Mr. Barp (reading) : 


Recommendation: Immediately transfer all intercustodial and vesting activi 
es to the State Department. 


On page 13 in detail: 


Intercustodial activities: During the war all major Allied Powers adopted 
enemy property programs similar to that of the United States involving the 


seizure of all enemy assets located within their jurisdiction. In many instances 
more than one government seized interests in the same property. Because of 
this multiple seizure, there has been confusion as to which government could 


exercise managerial control over the assets involved, and which would ulti- 
mately be able to realize the values at stake. In order to resolve such problems 
in a practical and equitable manner and to avoid protracted litigation between 
the claimant governments, the Inter-Allied Reparations Agency sponsored nego 
tiations between its member governments to work out a general international 
greement on principles and techniques for resolving the intercustodial prob- 
ems arising from these seizures. This program must be continued until all of 
the problems and conflicts have been resolved. This activity, together with 
any continuing vesting program which may be necessary, must be recognized. 

Recommendations: It is recommended that this phase of the activities of the 
Office of Alien Property be transferred to the Department of State to be brought 
to a conclusion through their Foreign Division. 

Senator Dirksen. Mr. Schlezinger, have you any idea how many 
properties there are? There isac onflict of inter governmental interest. 

Mr. Scuiezincer. There are not a large number in point of number 
but there are six or seven countries where negotiations are being worked 
out. The largest number involved is with the Netherlands. I might 
say that the executive order of the President implementing the joint 
resolution of Congress providing for the settlement of disputes does 
delegate the authority to both the Secretary of State and the Attorney 
General in their respective fields. In other words, the negotiations 
are conducted under the auspices of the Department of State while the 
Office of Alien Property, of necessity, conducts under those auspices 
those parts of the negotiations relating to vested property under the 
jurisdiction of the Office of Alien Property. That is why we have an 
intercustodial branch which works with the State Department in this 
field because some of the properties in conflict are properties vested 
in the Attorney General and which the Office is responsible for man- 
aging and liquidating and in defending claims and litigation against 
the properties, and eventually turning the proceeds over to the War 
Claims Commission. So that really it is a joint enterprise. We never 
have negotiations with the Netherlands or a foreign country except 
jointly with the Department of State. 
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Senator Smrru. Is that system of operation working smoothly ¢ 

Mr. Scuiezincer. It is difficult for me to see how we could conduct 
such negotiations without cooperation from the Department of State. 
It is impossible for me to see how the Department of State could con- 
duct them without our cooperation because we have the records, the 
files, the property, and everything else. It has to be a joint enterprise. 

Mr. Hayes. Can you give the committee a dollar volume estimate 
of those intercustodial agreement claims or requests ? 

Mr. Scutezincer. We will be glad to furnish that. You will re- 
call, Mr. Chairman, several times during these hearings reference 
has been made to this other branch of the Office here, the Intercus- 
todial and Property Branch, which has jurisdiction over these various 
phases. 

Senator Dirksen. Number 7, Mr. Bard. 

Mr. Barp (reading) : 

Immediately close all branch offices and transfer all activities to Washington. 
The accounting records of the Office should be made current at once prepara- 
tory to the consolidation. 

Senator Dirksen. Can we resume at 2:30, and I think we can finish 
this line today. 

Senator Smrru. That is all right with me. I have another hear- 
ing starting at2 o'clock. I cannot be here. 

Senator Henpricxson. I have internal Security. I can run from 
one to the other. 

Senator Dirksen. Incidentally, may I say for the benefit of the 
committee, we expect to have Mr. Kirks here tomorrow morning. 
Probably he will not take too long. We will get the benefit of his 
views since he was the last Director of the Office. 

Then on March 19, if I did not tell the committee before, we shall 
have Mr. Frye and some others and probably that will take all day 
and maybe more. I did want to give you a little hint about the time 
schedule. 

Senator Smrru. Mr. Frye is with respect to General Aniline? 

Senator Dirksen. Yes. 

Suppose we suspend at this time, and the committee will resume 
at 2:50. 

Senator Smrrn. I think I have read this report. There may be 
a few items that I would like to interrogate Mr. Bard on. If it is 
not necessary, I will not bother you, but it may be necessary later on, 
if I cannot be here this afternoon, to ask Mr. Bard for another ap- 
pearance so I might inquire. 

Probably I can get the answers to my questions by asking him 
personally. 

Senator Dirksen. Then we will resume at 2: 30. 

(Whereupon, at 12 noon, a recess was taken until 2:30 p. m.) 


AFTERNOON SESSION 


Senator Dirxsen. The committee will come to order. 

If the committee does not mind, I might insert in the record two 
items. This morning I alluded to the executive orders under which 
the first blocking was done. I think just to round out the whole rec- 
ord of the proceeding, it might be well to insert all of those executive 
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orders. I think there are 2 or 3. So, without objection, those will 
be inserted at this point in the record. 
(The material referred to follows :) 


EXECUTIVE ORDER No. 8389, AS AMENDED BY EXECUTIVE OrpER No. 8785 


ULATING TRANSACTIONS IN FOREIGN EXCHANGE AND FOREIGN-OWNED PROPERTY, 
PROVIDING FOR THE REPORTING OF ALL FOREIGN-OWNED PROPERTY, AND RELATED 
MATTERS 


By virtue of and pursuant to the authority vested in me by Section 5(b) of the 
Act of October 6, 1917 (40 Stat. 415), as amended, by virtue of all other author- 
vested in me, and by virtue of the existence of a period of unlimited national 
emergency, and finding that this Order is in the public interest and is necessary 
n the interest of national defense and security, I FRANKLIN D. ROOSEVELT, 
PRESIDENT OF THE UNITED STATES OF AMERICA, do prescribe the 
following: 
Executive Order No. 8389 of April 10, 1940, as amended, is amended to read 
as follows: 
Section 1. All of the following transactions are prohibited, except as specifi- 
ly authorized by the Secretary of the Treasury by means of regulations, rul- 
nes, instructions, licenses, or otherwise, if (i) such transactions are by, or on 
behalf of, or pursuant to the direction of any foreign country designated in this 
Order, or any national thereof, or (ii) such transactions involve property in 
ch any foreign country designated in this Order, or any national thereof, has 
at any time on or since the effective date of this Order had any interest of any 
nature whatsoever, direct or indirect. 

A. All transfers of credit between any banking institutions within the 
United States; and all transfers of credit between any banking institution 
within the United States and any banking institution outside the United 
States (including any principal, agent, home office, branch, or correspondent 
outside the United States, of a banking institution within the United States) ; 

B. All payments by or to any banking institution within the United States; 

C. All transactions in foreign exchange by any person within the United 
States ; 

D. The export or withdrawal from the United States, or the earmarking 
of gold or silver coin or bullion or currency by any person within the United 
States; 

EK. All transfers, withdrawals or exportations of, or dealings in, any evi- 
dences of indebtedness or evidences of ownership of property by any person 
within the United States; and 

F. Any transaction for the purpose or which has the effect of evading or 
avoiding the foregoing prohibitions. 

SEc, 2. 

A. All the following transactions are prohibited, except as specifically 
authorized by the Secretary of the Treasury by means of regulations, rulings, 
instructions, licenses, or otherwise: 

(1) The acquisition, disposition or transfer of, or other dealing in, or 
with respect to, any security or evidence thereof on which there is 
stamped, or imprinted, or to which there is affixed or otherwise attached, 
a tax stamp or other stamp of a foreign country designated in this 
Order or a notarial or similar seal which by its contents indicates that 
it was stamped, imprinted, affixed, or attached within such foreign coun- 
try, or where the attendant circumstances disclose or indicate that such 
stamp or seal may, at any time, have been stamped, imprinted, affixed, 
or attached thereto; and 

(2) The acquisition by, or transfer to, any person within the United 
States of any interest in any security or evidence thereof if the at- 
tendant circumstances disclose or indicate that the security or evidence 
thereof is not phyiscally situated within the United States. 

B. The Secretary of the Treasury may investigate, regulate, or prohibit 
under such regulations, rulings, or instructions as he may prescribe, by 
means of licenses or otherwise, the sending, mailing, importing, or otherwise 
bringing, directly or indirectly, into the United States, from any foreign 
country, of any securities or evidences thereof or the receiving or holding 
in the United States of any securities or evidences thereof so brought into 
the United States. 
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Seo. 3. The term “foreign country designated in this Order” means a foreign 
country included in the following schedule, and the term “effective date of this 
Order” means with respect to any such foreign country, or any national thereof, 
the date specified in the following schedule: 

(a) April 8, 1940: Norway and Denmark; 

(b) May 10, 1940: The Netherlands, Belgium and Luxembourg; 

(c) June 17, 1940: France (including Monaco) ; 

(d) July 10, 1940: Latvia, Estonia and Lithuania; 

(e) October 9, 1940: Rumania; 

(f) March 4, 1941: Buigaria; 

(g) March 13, 1941: Hungary; 

(h) March 24, 1941: Yugoslavia; 

(i) April 28, 1941: Greece; and 

(j) June 14, 1941: Albania, Andorra, Austria, Czechoslovakia, Danzig, Fin- 
land, Germany, Italy, Liechtenstein, Poland, Portugal, San Marino, Spain, 
Sweden, Switzerland, and Union of Soviet Socialist Republics. 

The “effective date of this Order” with respect to any foreign country not 
designated in this Order shall be deemed to be June 14, 1941. 

Sec. 4 A. The Secretary of the Treasury and/or the Attorney General may 
require, by means of regulations, rulings, instructions, or otherwise, any person 
to keep a full record of, and to furnish under oath, in the form of reports or 
otherwise, from time to time and at any time or times, complete information 
relative to, any transaction referred to in section 5 (b) of the Act of October 6, 
1917 (40 Stat. 415), as amended or relative to any property in which any foreign 
country or any national thereof has any interest of any nature whatsoever, direct 
or indirect, including the production of any books of account, contracts, letters 
or other papers, in connection therewith, in the custody or control of such person, 
either before or after such transaction is completed: and the Secretary of the 
Treasury and/or the Attorney General may, through any agency, investigate any 
such transaction or act, or any violation of the provisions of this Order. 

Bb. Every person engaging in any of the transactions referred to in Sections 
1 and 2 of this Order shall keep a full record of each such transaction engaged 
in by him, regardless of whether such transaction is effected pursuant to license 
or otherwise, and such record shall be available for examination for at least 
one year after the date of such transaction. 

Sec. 5 A. As used in the first paragraph of section 1 of this Order “trans- 
actions (which) involve property in which any foreign country designated in 
this Order, or any national thereof, has * * any interest of any nature what- 
soever, direct or indirect,’ shall include, but not by way limitation (i) any 
payment or transfer to any such foreign country or national thereof, (ii) any 
export or withdrawal from the United States to such foreign country, and (iii) 
any transfer of credit, or payment of an obligation, expressed in terms of the 
currency of such foreign country. 

B. The term “United States” means the United States and any place subject 
to the jurisdiction thereof; the term “continental United States” means the 
states of the United States, the District of Columbia, and the Territory of Alaska. 

C. The term “person” means an individual, partnership, association, corpora- 
tion, or other organization. 

D. The term “foreign country” shall include, but not by way of limitation, 

(i) The State and the government thereof on the effective date of this 
Order as well as any political subdivision, agency, or instrumentality thereof 
or any territory, dependency, colony, protectorate, mandate, dominion, pos- 
session or place subject to the jurisdiction thereof ; 

(ii) Any other government (including any political subdivision, agency, 
or instrumentality thereof) to the extent and only to the extent that such 
government exercises or claims to exercise de jure or de facto sovereignty 
over the area which on such effective date constituted such foreign country, 
and 

(iii) Any person to the extent that such person is, or has been, or to the 
extent that there is reasonable cause to believe that such person is, or has 
been, since such effective date, acting or purporting to act directly or 
indirectly for the benefit or on behalf of any of the foregoing. 

E. The term “national” shall include, 

(i) Any person who has been domiciled in, or a subject, citizen or resident 
of a foreign country at any time on or since the effective date of this Order, 

(ii) Any partnership, association, corporation or other organization, 
organized under the laws of, or which on or since the effective date of this 
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Order had or has had its principal place of business in such foreign country, 
or which on or since such effective date was or has been controlled by, er a 
substantial part of the stock, shares, bonds, debentures, notes, drafts, or 
other securities or obligations of which, was or has been owned or con- 
trolled by, directly or indirectly, such foreign country and/or one or more 
nationals thereof as herein defined. 

(iii) Any person to the extent that such person is, or has heen, since such 
effective date, acting or purporting to act directly or indirectly for the 
benefit or on behalf of any national of such foreign country, and 

(iv) Any other person who there is reasonable cause to believe is a 

national” as herein defined. 

In any case in which by virtue of the foregoing definition a person is a national 
of more than one foreign country. In any case in which the combined interests 
of two or more foreign countries designated in this Order and/or nationals 
thereof are sufficient in the aggregate to constitute, within the meaning of the 
foregoing, control or 25 per centum or more of the stock, shares,bonds, debentures, 
notes, drafts, or other securities or obligations of a partnership, association, cor- 
poration or other organization, but such control or a substantial part of such 
stock, shares, bonds, debentures, notes, drafts, or other securities or obligations 
is not held by any one such foreign country and/or national thereof, such part- 
nership, association, corporation or other organization shall be deemed to be 
national of each of such foreign countries. The Secretary of the Treasury 
shall have full power to determine that any person is or shall be deemed to 
“national” within the meaning of this definition, and the foreign country 
of which such person is or shall be deemed to be a national. Without limitation 
of the foregoing, the term “national” shall also include any other person who is 
determined by the Secretary of the Treasury to be, or to have been, since such 
effective date, acting or purporting to act directly or indirectly for the benefit 
or under the direction of a foreign country designated in this Order or national 

thereof, as herein defined. 

F. The term “banking institution’ as used in this Order shall include any 
person engaged primarily or incidently in the business of banking, of granting 
or transferring credits, or of purchasing or selling foreign exchange or procuring 

irchasers and sellers thereof, as principal or agent, or any person holding 
credits for others as a direct or incidental part of his business, or brokers; and, 
each principal, agent, home office, branch or correspondent of any person so en- 
gaged shall be regarded as a separate “banking institution.” 

G. The term “this Order’, as used herein, shall mean Executive Order No. 
8389 of April 10, 1940, amended. 

Sec. 6. Executive Order No. 8389, of April 10, 1940, as amended, shall no 
longer be deemed to be an amendment to or a part of Executive Order No. 6550 
of January 15, 1934, Executive Order No. 6560 of January 15, 1934, and the 
Regulations of November 12, 1934, are hereby modified in so far as they are 
inconsistent with the provisions of this Order, and except as so modified, continue 
in full force and effect. Nothing herein shall be deemed to revoke any license, 
ruling, or instruction now in effect and issued pursuant to Executive Order No. 
6560 on January 15, 1934, as amended, or pursuant to this Order; provided, 
however, that all such licenses, rulings, or instructions shall be subject to the 
provisions hereof. Any amendment, modification or revocation by or pursuant 
to the provisions of this Order of any orders, regulations, rulings, instructions 
or licenses shall not effect any act done, or any suit or proceeding has or com- 
menced in any civil or criminal case prior to such amendment, modification 
or revocation, and all penalties, forfeitures and liabilities under any such 
orders, regulations, rulings, instructions or licenses shall continue and may be 
enforced as if such amendment, modification or revocation had not been made. 

Sec. 7. Without limitation as to any other powers or authority of the Sec- 
retary of the Treasury or the Attorney General under any other provision of 
this Order, the Secretary of the Treasury is authorized and empowered to 
prescribe from time to time regulations, rulings, and instructions to carry out 
the purposes of this Order and to provide therein or otherwise the conditions 
under which licenses may be granted by or through such officers or agencies 
as the Secretary of the Treasury may designate, and the decision of the Sec- 
retary with respect to the granting, denial or other disposition of an application 
or license shall be final. 

Sec. & Section 5 (b) of the Act of October 6, 1917, as amended, provides in 
part: 

“* * * Whoever willfully violates any of the provisions of this subdivision 
or of any license, order, rule or regulation issued thereunder, shall, upon con- 
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viction, be fined not more than $10,000, or, if a natural person, May be imprisoned 
for not more than ten years, or both; and any officer, director, or agent of any 
corporation who knowingly participates in such violation may be punished by 
a like fine, imprisonment, or both.” 

Sec. 9. This Order and any regulations, rulings, licenses or instructions issued 
hereunder may be amended, modified or revoked at any time. 


FRANKLIN D. ROOSEVELT. 
He WHITE House, June 14, 1941. 


EXECUTIVE OrpEB No. 8832 
AMENDMENT OF EXECUTIVE ORDER NO. 8389 OF APRIL 10, 1940, AS AMENDED 


By virtue of the authority vested in me by Section 5 (b) of the Act of October 
6, 1917 (40 Stat. 415), as amended, and virtue of all other authority vested in 
me, I, FRANKLIN D. ROOSEVELT, PRESIDENT OF THE UNITED STATES 
OF AMERICA, do hereby amend Executive Order No. 8389 of April 10, 1940, as 
amended, by changing the period of the end of subdivision (j) of Section 3 of 
such Order to a semicolon and adding the following new subdivision thereafter: 

“(k) June 14, 1941: China, and Japan.” 


FRANKLIN D. ROOSEVELT. 
THE WHITE Howse, July 26, 1941. 


EXECUTIVE ORDER No. 8963 


AMENDMENT OF EXECUTIVE ORDER NO. 8389 OF APRIL 10, 1940, AS AMENDED 


$y virtue of the authority vested in me by Section 5 (b) of the Act of October 

6, 1917 (40 Stat. 415), as amended, and by virtue of all other authority vested 
in me, I, FRANKLIN D. ROOSEVELT, PRESIDENT OF THE UNITED 
STATES OF AMERICA, do hereby amend Executive Order No. 8389 of April 10, 
1940, as amended, by changing the period at the end of subdivision (k) of Sec- 
tion 3 of such Order to a semicolon and adding the following new subdivision 
thereafter : 

“(1) June 14, 1941: Thailand.” 

FRANKLIN D. ROOSEVELT. 
THe Wuite Houss, December 9, 1941. 


EXECUTIVE OrpER No. 8998 
AMENDMENT OF EXECUTIVE ORDER NO. 8389 OF APRIL 10, 1940, AS AMENDED 


By virtue of the authority vested in me by Sections 3 (a) and 5 (b) of the 
Trading With the Enemy Act of October 6, 1917 (40 Stat. 415), as amended by 
Title IfI of the First War Powers Act, 1941 (Public No. 354, 77th Congress), 
and by virtue of all other authority vested in me, I, FRANKLIN D. ROOSEVELT, 
PRESIDENT OF THE UNITED STATES OF AMERICA, do hereby amend Ex- 
ecutive Order No. 8389 of April 10, 1940, as amended, in the following respects: 

(1) By changing the period at the end of subdivision (1) of section 3 of 
such Order to a semicolon and adding the following new subdivision thereafter : 

“(m) June 14, 1941: Hong Kong.” 

(2) By amending paragraph B of Section 5 of such Order to read as follows: 

“B. The term “United States” means the United States and any place subject 
to the jurisdiction thereof, and the term “continental United States” means the 
states of the United States, the District of Columbia, and the Territory of Alaska ; 
provided, however, that for the purposes of this Order the term “United States” 
shall not be deemed to include any territory included within the term “foreign 
country” as defined in paragraph D of this section.” 

(3) By substituting the following in lieu of subdivision (iii) of paragraph D 
of Section 5: 

“(iii) Any territory which on or since the effective date of this Order is con- 
trolled or occupied by the military, naval, or police forces or other authority of 
such foreign country ; 

“(iv) Any person to the extent that such person is, or has been, or to the 
extent that there is reasonable cause to believe that such person is, or has been, 
since such effective date, acting or purporting to act directly or indirectly for 
the benefit or on behalf of any of the foregoing.” 
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Hong Kong shall be deemed to be a foreign country within the meaning of this 


subdivision. 
FRANKLIN D. ROOSEVELT. 


Tue WHITE House, December 26, 1941. 





EXECUTIVE ORDER 9989 
TRANSFERRING JURISDICTION OVER BLOCKED ASSETS TO THE ATTORNEY GENERAL 


Whereas with the successful termination of hostilities, there has been a 
cradual release from control by the Treasury Department over foreign prop- 
erty and interests which had been blocked to prevent their looting by the Axis 
and their use in ways harmful to the war effort of the United States; and 

Whereas certain of such foreign property and interests have not yet been 
unblocked ; and 

Whereas it is now necessary and desirable to place the jurisdiction over the 
assets remaining blocked on September 30, 1948, in the same agency which is 
administering the program of alien property control initiated under Executive 
Order No. 9095 of March 11, 1942, as amended, which program is presently being 
idministered by the Attorney General: 

Now, therefore, by virtue of the authority vested in me by the Constitution 
ind the laws of the United States, including the Trading With the Enemy Act 
of October 6, 1917, as amended, and as President of the United States, it is 
he a ordered as follows: 

The Attorney General is hereby authorized and directed to take such action 
is ke may deem necessary with respect to any property or interest of any 
nature whatsoever in which any foreign country designated in Executive Order 
No. 8389 of April 10, 1940, as amended, or any national thereof has any interest 

including property subject to the proviso of paragraph (a) of General License 
No. 94, as amended (31 C. F. R., 1947 Supp., 181.94), and including any ee 
Securities within the meaning of General Ruling No. 5, as amended ( $s) ee 
1947 Supp., 181, App. A), both issued by the Secretary of the oon ) which 
mn September 30, 1948, is not unblocked or otherwise removed from the restric- 
tions of the said Executive Order No. 8389, as amended, by any order, regulation, 
ruling, instruction, license, or other action issued or taken by the Secretary of 
the Treasury. In the performance of his duties under this order, the Attorney 
General or any officer, person, agency, or instrumentality designated by him, 
may exercise all powers and authority vested in the President by sections 3 (a) 
ind 5 (b) of the Trading With the Enemy Act, as amended. As used herein, 

ie term “national” and “foreign country” shall have the meanings prescribed 
in Executive Order No. 8389, as amended. 

2. With respect to the property and interests referred to in section I hereof, 
ill orders, regulations, rulings, instructions, or licenses issued by the Secretary 
of the Treasury under the authority of Executive Order No. 8389, as amended, 
ind Executive Order No. 9095, as amended, and in force on September 30, 1948, 
shall continue in full force and effect except as amended, modified, or revoked 
by the Attorney General. 

3. It is the policy of this order that administrative action under paragraph 1 
hereof shall is taken by the Attorney General or any officer, person, agency, or 
instrumentality designated by him. However, nothing in this order shall be 
deemed to limit or remove any powers heretofore conferred upon the Secretary 
of the Treasury or the Attorney General by sti itute or by Executive order. No 
person affected by any order, regulation, ruling, instruction, license, or other 
action issued or taken by either the Secretary of the Treasury or the Attorney 
General may challenge the validity thereof or otherwise excuse his actions, or 
failure to act, on the ground that pursuant to the provisions of this Executive 
order, such order, regulation, ruling, instruction, license, or other action was 
within the jurisdiction of the Attorney General rather than the Secretary of 
the Treasury or vice versa. 

4. This order shall become effective as of midnight, September 30, 1948. 

Harry 8S. TRUMAN. 

The WuitTer House, August 20, 1948. 
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EXBCUTIVE ORDER 10348 

CONTINUING IN FORCE ORDERS AND REGULATIONS RELATING TO BLOCKED PROPERTY 

By virtue of the authority vested in me by the Constitution and laws of the 
United States, including the Trading with the Enemy Act of October 6, 1917 
(40 Stat. 411), as amended, and as President of the United States, it is hereby 
ordered as follows: 

Executive Order No. 8389 of April 10, 1940, as amended, and Executive Order 
No. 9989 of August 20, 1948, and all delegations, designations, regulations, rulings, 
instructions, and licenses issued under such orders are hereby continued in 
force according to their terms for the duration of the period of the national 
emergency proclaimed by Proclamation No. 2914 of December 16, 1950.* 

Harry 8. TRUMAN. 

The Wurtr House, nares 26, 1952. 

*15 F. R. 9029, December 19, 1950. 

(F. R. Doc. 52-4856; Filed, Apr. 28, 1952; 11.01 a. m.) (17 F. R., 3769, April 

29, 1952). 


Senator Dirksen. Then there comes to my attention an estimate 
made by the War Claims Commission on War Claims arising out 
of World War II. They have gotten out a very substantial report. 
It looks as if it is about 250 pages long. On page 151 they show 
table 14 which bears this caption : “Estimates of German and Japanese 
Assets Vested Pursuant to the Trading With the Enemy Act.” I 
might highlight it to say that they show an estimate here, including 
both appreciation in vi alue of the property and income since vesting 
date, and other items of $55 million. They indicate paid out to the 
War Claims fund and claims under sections 9, 32, and 34 of the Trad- 
ing With the Enemy Act: Philippine Alien P roperty Custodian ; ad- 
ministrative and conservatory expenses, $243,850,000. That would 
leave an estimated balance as of August 31, 19% 52, of $311,150,000. 

Now, they have to deduct from that a reserve for additional claims 
and property other than German and Japanese property, and so forth, 
a total of $204,300. So on the basis of their estimate, they would 
foresee in addition to the $150 million transferred to their 1 account, 
a possible $106,850,000. 

So we will let the table speak for itself, I believe, and have it 
inserted in the record at this point. 

(The material referred to follows:) 


TABLE XIV*.—2Hstimates of German and Japanese assets vested pursuant to 
the Trading With the Enemy Act 


Net value of all property vested pursuant to the 
Trading With the Enemy Act: 


Tare, Gee On WORN a nh eee $389, 000, 000 
Appreciation since vesting__....._......_._.. 115, 000, 000 
SI TNT WN a aces eecaa emp enebisarcedechinksingeie 51, 000, 000 


—————— $555, 000, 000 
Paid out: 
Transferred to war claims fund___..__-_-_____ 150, 000, 000 
Claims under secs. 9, 32, and 34 of Trading With 
the Enemy Act; Philippine Alien Property 
Custodian; administrative and conservatory 


IN eo pct. ca sence nc emcees ocean denentes 98, 850, 000 





248, 850, 000 


Estimated net balance as of Aug. 31, 1952_.__.-____-____ 311, 150, 000 
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Paste XIV.\—Lstimates of German dnd Japanese assets vested pursuant to 
the Trading With the Enemy Act—Continued 
Less: 

Reserve for additional claims and suits under 
secs. 9, 32, and 34 of the Trading With the 

Knemy Act... sohilbd enivunieeidiniahceaiel 194, 000, 000 
Property other than German and Japanese 
(vested but not subject to be transferred to 

the war claims fund) -—_- a ase ie 10, 300, 000 

—— - 204, 300, 000 


Estimated additional sum ultimately available for war 
claims fund (subject to further administrative and 
conservatory expenses) main 106, 850, 000 
It is noted that exhibit 14 of the appendix represents a detailed analysis of the assets 
h were vested, with values assigned to them, as of June 30, 1951. The figures con 
1 in that exhibit do not correspond exactly to those appearing in table XIV, supra. 
» detailed analysis of the assets later than June 30, 1951, was available at the writing 
s report. 


Senator Dirksen. Now, before we resume, Mr. Bard, I think I 
ought to clarify one thing. This report that is before us now contain- 
your recommendations, was prepared by you and Mr. Doyle. 

s your work exclusively, it was not done either in consultation with 

embers of the committee or in consultation with members of the 

ff. This represents the individual thinking and conclusions of you 

d Mr. Doyle based upon an amount of work that began approxi- 

itely July 1952, with the predecessor committee. 

Mr. Barp. That is true, Senator, with one exception: 

About a week ago when the former counsel was in Washington, he 

illed me to say hello. I am referring to Mr. Sapp. At that time I 

ced him if I could review with him my recommendations in con- 

tion with the Claims Section of this report, insofar as getting his 
observation, so to speak, in connection with the administrative pro- 
edings possibility of the claims. 

Senator Dirksen. The only reason for seeking to keep the record 
clear is that on tomorrow we shall have the former director of the 
Alien Property Office. Now, he has already indicated to me some 
recommendations, some of which are more or Jess identical with yours. 

Mr. Barn. It is a coincidence, if it is that. 

Senator Dirksen. Yes. I am sure there has been no consultation 
with him, 

Mr. Barp. There has been no consultation with any members of the 
Office of Alien Property, no recommendation or consultation with any 
member of the committee or staff except what I mentioned about dis- 

issing the administrative procedures of handling the claims, which 
[ was not clear about. 

Senator Dirksen. That isright. You see, I mentioned that because 
Mr. Kirks will testify tomorrow and I want to make that clear, also, 
that he represents an independent viewpoint of his own, so that what 
we will have before us then finally will be some recommendations 
that are independent in character and that have been contrived by 
people proceeding perhaps on parallel tracks toward the same objec- 
tive but not in consultation with each other. 

Mr. Barn. Yes, sir. 

Senator Dirxsen. I think that will be very helpful. 

Now then, we will proceed, I think, to item No. 7, Mr. Bard, on 
page 4, 


41389—54—pt. 1—_—28 
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Mr. Barp. Yes. Item No. 7 recommends: 


Immediately close all branch offices and transfer all activities to Washington. 
The acounting records of the Office should be made current at once preparatory 
to the consolidation. 


Then on page 24—I am sorry. This does not run in chronological 
order—in the middle of page 24. [Reading:] 


Consolidation of offices: The main office of the Office of Alien Property is in 
Washington, D.C. There are overseas branches maintained in Munich, Germany ; 
Tokyo, Japan; and Manila, Philippine Islands. There are domestic branch 
offices in New York, San Francisco, and Honolulu. 

Overseas branches—Tokyo and Munich: It is understood that the work of 
the Tokyo and Munich branches was originally carried on by Military Govern- 
ment or State Department staffs in those areas. Their purpose was to investi- 
gate the status of claimants residing in these areas, to trace down insofar as 
possible the vested assets in their areas, and also to investigate the condition 
and status of foreign creditors and debtors of United States corporations or 
United States branches of foreign entities vested by the Office of Alien Property. 

Recommendations: These offices should be closed and, because of the nature 
of their activities, it is recommended that, until the liquidation program is 
completed, liaison relations be set up with the Department of State to perform 
uny services required in these areas. 

Overseas branch—Manila: It is understood that the primary function of the 
Manila office is to act as a liaison between the Philippine Government and the 
United States Government in the liquidation of vested enemy properties in that 
area. The Office of Alien Property estimates that 1954 will see the conclusion 
of these activities. 

Recommendations: This office should be closed at once and the remaining 
functions of this office, because of its indicated short life and relationship with 
the Philippine Government, should be transferred to the United States Embassy 
and Consular Service in the Philippines. 

Senator Dirksen. Let me ask at that point: Are there any questions 
on this matter of consolidating or of disposing of the overseas 
branches? I think we went into that pretty thoroughly, Mr. Schlez- 
inger, at the time Mr. Myron was before us, I think. 

Mr. Scuiezincer. Yes. I think that perhaps, if the committee 
desires, we can supply comments on this. I do not want to interrupt 
Mr. Bard’s testimony, but the comments with respect to the remaining 
functions of thé Manila office are not quite accurate. 

Senator Dirksen. That will be quite helpful. Feel free to make a 
note of it. 

Mr. Scuteztncer. For example, in the case of the Manila office, the 
primary function of that office is not liaison with the Philippine Gov- 
ernment but it is handling all claims in litigation under the Trading 
With the Enemy Act. 

Senator Dirksen. Proceed, Mr. Bard. 

Mr. Bard (reading) : 

At the peak of the vesting program the Office of Alien Property had nine do- 
mestic branch offices. At the present time there are branch offices in Honolulu, 
San Francisco, and New York. The major function of these field offices, insofar 
as management and liquidation is concerned, is to supervise and care for the 
vested assets located within their jurisdiction. These field offices participated 
in the liquidation program, but at the present time liquidation is practically at 
a standstill. 

In addition, the field offices participate in the processing of claims to the extent 
field verification is necessary. In some cases where it is required, members of 
the field office staff participate in litigation in their respective areas. 

In a large measure the liquidation of all assets vested in which the staff 
members of these field offices would be called upon to participate has been com- 
pleted. There appears to be little justification for the maintenance of these 
field offices. 
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Recommendations: It is recommended that these offices be closed and all 
functional activities be transferred to the Washington office. Any remaining 
ctivities in these areas, requiring field representation, should be performed 
by the local offices of the Department of Justice. 

Senator Dirksen. Is Mr. Lamude here? 

Mr. Lamupe. Right here, sir. 

Senator Dirksen. Mr. Lamude, have you any comment to make on 

iis? I might say for your benefit, if you did not see the transcript 
of the ear lier rec ord, that we went into this question of branch offices, 

both overseas and at home rather extensively, the idea being of course 
that if the activities could be consolidated here, there should be a very 
efinite savings in personnel, in telephone calls and communication, 
and so forth. 

Now, we are given to understand that the principal function in New 
York is the ¢ ‘omptroller’ s end of the work, and that you have, what, 
ibout 55 people working in New York? 


STATEMENT OF C. GORDON LAMUDE, MANAGER, NEW YORK OFFICE, 
OFFICE OF ALIEN PROPERTY 


Mr. Lamupge. The Comptroller’s branch was transferred from Chi- 
igo to New York at the time when 80 percent of all activities in the 
oftice were centered in New York. The Comptroller’s branch works 

very closely with the Liquidation Section. 

Senator Dirrnsen. Why was that set up in Chicago in the first 

tance ¢ 

Mr. Lamupe. Presumably, because it was thought that the work 

uld be midway between California, where the Japanese assets 

nuld be, and the Atlantic coastline where the German assets would 

That fallacy was discovered very quickly. It was found out 

it practically 80 percent of all cases centered in and around the 
New York area. 

The Comptroller’s branch was moved to New York and has re- 
nained there ever since. It formed a very helpful liaison with 
he liquidation section up to a year and a half or 2 years ago, when 
the necessity of close collaboration between liquidation work and the 
Comptroller’s section ceased to exist because the liquidation work 
vas practically wound up. 

The New York oflice, other than the Comptroller’s branch, per- 
forms at the present time some very valuable functions and I agree 
with Mr. Bard and in my informal discussions with Mr. Doyle, 
that the time is approaching when a plan could be or, as I intimated, 
Mr. Kirk’s plan could be submitted looking to the liquidation of the 
New York office. That plan on my part did not envisage complete 
transfer of all personnel and functions to Washington. It contem- 
plated instead—and I am not speaking with any self-interest in this 
matter because it involves the abolition of the job that I hold—but 
it did involve the transfer of 6 or 7 men who would remain with 
whatever stenographic personnel they might need, over to the United 
States attorney s office as an integr ated Alien P roperty unit, probably 
aan the direct supervision of the Chief of the Civil Branch or 

‘ivil Division in the United States Attorney’s Office. 

This would obviate the shuttling of men back and forth from 
Washington to New York. It would insure the continuance of 
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trained and valuable help, these men who have been with the office 
for 10 years, in the functions which they discharge. There is no one 
in Washington or any other place in the agency who has the back- 
ground and training, field training, that these men have. 

Now, this means, for my own part and the others who are allied 
with me in the New York Office, the conclusion of an office which at 
one time consisted of about, over 300 employees and had approxi- 
mately 130 to 135 professional help, and which now consists of a 
staff of about 33. 

Senator Dirksen. Is that the total number? 

Mr. Lamune. Yes, on the manager's staff other than the Comp- 
troller’s. ‘That includes four who are on the records analyst project 
over on Ellis Island. There are just eight other professional men in 
addition to myself. We have always handled the liquidation work 
because New York was the sales area. This work has practically 
been completed, so far as personal property is concerned. We hada 
sale last December which cleaned up all of the possible vestings which 
could be disposed of in public sale within the prior 2 years. 

The case load of corporate liquidation cases has been reduced to 
about 38 active cases, which do not require day-to-day supervision 
but do require at least weekly, if not semiweekly attention. 

There are other cases, other than the 38, which we have interim 
closed. To all purposes they are on the shelf, but we have not con- 
sidered them absolutely closed for control purposes. Some of the 
problems involved were discussed with the report this morning by 
Mr. Bard, corporate cases which have foreign assets which will be- 
come solvent if the foreign assets are collected, and thereby domestic 
creditors can be paid, distributions made to the Attorney General as 
2 stockholder or to other American stockholders or payments can be 
made to the Attorney General for vested debt where he is a creditor 
of the company in addition to being a stockholder. 

There are other cases where we have entered vesting claims where 
the Attorney General has vested in one case a million dollars worth of 
semiprecious stones which belong to a corporation on which we vested 
the stock. 

Senator Dirksen. You say semiprecious. 

Mr. Lamupr. Semiprecious. These would be cat’s-eyes not precious 
stones but semiprecious, imitation rubies. They were brought out 
from Germany and were held in customs and that is where we seized 
them. We sold them in New York for a million dollars. It was one 
of our big sales n New York about 1948, 1949. One of the allied com- 
panies also had diamonds. We sold close to half a million dollars in 
diamonds in one sale in New York. A diamond expert said it could 
not be done. 

Senator Dirksen. You said allied company ? 

Mr. Lamune. It was Pioneer Import Corp., an allied corporation of 
Bridge Import. They were Von Clem companies, as we referred to 
them. Von Clem was one of the Nazi figures and stayed in jail during 
the war and he filed a claim for the return of his property. The 
company itself, Pioneer Import, has filed a claim with our own office 
for the million dollars of assets which we in our corporate capacity 
feel we were deprived of by separate vesting. If we realize one million 
dollars in assets, we are sound. 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 431 


——— Revenue has a large claim against the company. Customs 

» has. If we do not realize a million dollars, we are insolvent. 

r he company has been dissolved and the progress has been made as far 

swe can go. Somebody has to retain responsibility for that case, not 
on an active caseload but in a pool of inactive cases. 

Senator Drrxsen. In connection with this, one of the things I 

iled to inquire into was whether there were other vestings or con- 
fiscations of precious stones. I do not believe, Mr. Schlezinger, that 
[ asked anybody who appeared whether there were other precious 
tones that were vested. Do you have in mind any cases ¢ 

Mr. Scuieztncer. No, that question was not raised. 

In our statistics it would be carried as personal property and I 
believe Mr. Lamude knows better than I do. I think we probably 
liquidated it. That is just cash. 

Mr. Lamupe. We had two seizures of semiprecious stones from one 
company. Both were Pioneer Import. Bridge Import had the dia 
monds. Other stones or gems would come to us through separate 
estings of very small amounts. There were no large groups of them. 
Of course, there was the Yamanaka collection in New York, which 
onsisted of antiques and had some precious stones among the antiques. 

In addition to the liquidation, we in New York also performed 
day to-day and even hour-to-hour services with some very active 
business companies, Herman Basch & Co., Inc., the largest Persian 
fur-dyeing processing company. I served on the board and Mr. Reed 

d Mr. ¢ ‘armody of the New York office also served. It was a case 

which I am very actively involved because of the tax question, 
business questions, litigation we are involved in. They have even 
sought to enjoin me and the other two members in New York in 
Federal court action which they brought against the Attorney General. 

[ have gone up at the request of the Director of Internal Revenue 
to sit on the tax conference which was held with management. This 
is something that can not be handled from Washington. It was on 
December 29 where the management was about to sign a consent to a 
$300,000 deficiency, this deficiency being based on excessive salaries 
and excessive rents, excessive rents being paid to the real-estate sub- 
sidiary of which I am president. I prevented that deficiency consent 
from being signed, even though it might help us in an action which 
we are about to institute against other members of the board for the 
excessive salaries on which now Internal Revenue seeks to assess a 
deficiency. 

We also have a company we should offer for sale next month, we 
have a 50 percent interest in Jasco, Inc. Standard Oil Development 
Corp. has the other 50 percent. We got this corporate interest out of 
the famous Standard Oil v. Clark case. It is an I. G. Farben in- 
terest. We have the key patents on synthetic rubber, butadiene 
program. They have declared $60,000 per share dividends. Of 
course there are only 10 shares. With the disposition of that case, 
there is one less reason for me to remain in New York. But I am 
the only 1 from the office, along with 2 other outside businessmen 
who represent the Attorney General and 3 of the top-flight Stand- 
ard Development offices, the ns and the vice president, and 
general counsel. We have had some terrific board battles. 

I am on the executive committee. Mr. Asbury, president, and my- 
self—he is a Standard Oil man—represent the other side. We have 
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to approve actions between the meetings and they are ratified at the 
board meetings. 

Another company we have is Seeck & Kade, Inc., which manufac- 
tures Pertussin. We have a 50 percent interest in that. That re- 
quires weekly, semiweekly conferences with management. There is 
a half-million-dollar advertising budget per year there. There is 
terrific competition with Vick Chemical. 

When Mr. Loess returns from a week’s trip to Louisiana and 
California, he comes to see us. He has to have a large appropriation 
to meet this competition. 

Senator Dirksen. Where are your offices? 

Mr. Lamupe. 346 Broadway, which is a General Services Admin 
istration building. This is a wholly owned Federal building. We 
just pay 90 cents per foot plus whatever the service charges are, 
which are apportioned among the tenants. 

Senator Dirksen. The net of your observation here then is that 
there are some with specialized backgrounds who in your judgment 
in the interest of time, economy, should be permitted to carry on in 
New York, and that the rest of it could be moved to Washington and 
consolidated with the main office ? 

Mr. Lamupe. Yes. I would say in a lesser capacity, after probably 
June, we may have Jasco; Seeck & Kade to dispose of. 

Senator Dirksen. You have 32 plus 8? 

Mr. Lamune. We have 32. 

Senator Dirksen. Total ? 

Mr. Lamupe. Total on the manager’s staff. 

Senator Dirksen. In every capacity up there? 

Mr. Lamupr. Every capacity. 

Senator Dirksen. That is the total New York personnel? 

Mr. Lamune. That is right, other than the Comptroller’s branch. 

Senator Dirksen. Now, what is in the Comptroller’s branch ? 

Mr. Lamupr. About 62, a little less than a hundred, the whole office 
is less than 100. 

Senator Dirksen. That is roughly 95? 

Mr. Lamupe. Yes, sir. 

Senator Dirksen. What about the Comptroller’s branch? You 
have identity also with that, do you not? 

Mr. Lamupr. Only as far as personnel, space requirements and reg- 
ulations as to the running of the office. As to the professional work, 
Mr. Downey is responsible for that and responsible to the Deputy 
Director, as I am. 

Senator Dirksen. Is there any reason why the Comptroller’s branch 
can not be moved to Washington ? 


Mr. Downey. I think plans are being considered right now for 
that move. 

Senator Dirksen. Very well. 

Mr. Lamupre. I might say, all foreign funds applications filed in 
the New York office originally are screened, indexed, cross-indexed 
there. There is one attorney out of the 25 we had at one time who 
handles the remaining estates and trust cases there. Then he works 
with the Dutch consul’s office, Sullivan & Cromwell, when the Dutch 
consul is going to institute any action against the Federal Reserve 
bank and any claimants who may claim the same bond that has been 
deposited. 
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In addition there is on analyst who works with me on the sales of 
securities, since the stock exchanges are up there. That might be 
handled as well from Washington since I understand you also have 
brokerage houses down here. We have operated with as many as 30 
ecurity houses. We have special transactions where large blocks of 
tock have to be offered, for instance, which might seriously depreciate 
the market if they were dumped at one time, where we can contact 

or 6 larger ones who specialize on that and overnight close the deal 
ind it goes on the ticker tape in the morning. We are involved in 
all of this. 

Senator Dirksen. How extensive are your files aside from the 
Comptroller’s branch ¢ 

Mr. Lamupr. We have approximately 3,000 square feet of files. We 
have a file room in the basement which we share with the Comp- 
troller. He has most of it at the present time. We have files over on 
Ellis Island. In the middle of March we hope to move them to the 
Record Center, 641 Washington Street. That is in the wind, too. 

My recommendation to Mr. Doyle was that probably around June 
or shortly after June it might be appropriate at that time to carry 
into partial effect the recommendation of the office to the extent that 
ome one or two of the men might be moved to Washington and 
the others, as I said, less myself, transfer over to the United States 
attorney’s office and have a more direct supervision directly from 
Washington instead of my personal supervision from New York. I 
think that would accomplish some part of that purpose. 

Senator Dirksen. Thank you, Mr. Lamude and Mr. Downey. 

You finished the recommendations on 7, did you not? 

Mr. Barp. Yes, sir. 

If I may, I believe that 8 and 9 might come in together, Senator. 

Senator Dirksen. Very well. 

Mr. Barp (reading) : 

Immediately start to dispose of, by sale or otherwise, all vested assets that 
are free of claims, and all vested assets in their entirety when claims’ legisla- 
tion has been adopted. Enact legislation, if necessary, to expedite the sale of 
ill assets. 

9. After a survey has been made of all of the vested assets and the worthless 
items determined, these items should be charged out of the records and disposed 
of physically. 

I might refer at that point to page 19 under the “Liquidation of 
miscellaneous assets.” [Reading]: 

The Office of Alien Property has vested a variety of miscellaneous assets, 
such as improved and unimproved real estate, miscellaneous securities, mort- 
gages, accounts receivable, and intangible assets, such as royalties, contracts, 
and claims. In what is known as all-asset vesting, in the case of business 
enterprises, the Office of Alien Property has taken over a variety of assets, 
ranging from cash to such items of dubious value as deferred charges and 
unexpired costs. A survey of the remaining miscellaneous assets should be 
made immediately and those which are worthless be written off the account 
records completely in order that the program of liquidation be not clouded. 
Many of the miscellaneous assets remaining at this date are of little or no 
value. Some assets were vested simply because the owner was an alien, al- 
though the value of the assets was nil. 

Ordinarily a liquidator will realize on assets in the degree of their liquidity. 
The good securities are sold, the good accounts receivable are collected, the 
good inventory is realized, the good machinery is disposed of, and the market- 
able real estate is sold. There always remains the dregs, the bad inventory, 
the doubtful or uncollectible accounts, deferred charges to operations, and other 
forms of going concern assets. 
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Recommendations: With respect to worthless assets, careful consideration 
should be given to the Annual reports of the independent Public Accountants, 
who have audited the Office of Alien Property. The Independent Public Ac- 
countants in their reports have indicated from year to year the worthlessness 
of many assets and have recommended that they be charged off. A complete 
liquidation program, and the success of that program will depend upon a real- 
istic approach to the revaluation of the remaining miscellaneous assets. 

Legislation may be necessary to expedite the sale of assets, and a review 
should be made of all general orders issued by the Custodian with respect to 
sales procedures. 


Senator Dirksen. Any questions ? 
Then we will go to No. 10, Mr. Bard. 
Mr. Barp (reading) : 


Recommendation: The vested interest in estates and trusts, insurance con 
tracts, pensions, and so forth, which cannot be liquidated, should be transferred 
to a separate unit of the Department of Justice for administration. 


On page 14, we say: 


The administration of vested interests in estates and trusts involves the 
collection annually of millions of dollars in cash, and taking control over 
thousands of assets of a diversified nature. The Office of Alien Property suc- 
ceeds to the rights of the former owners, and receives from the executor, 
trustee, or other fidnciary whatever assets are distributable to the heirs o 
beneficiaries pursuant to court decree for the terms of the trust, will, or other 
determinant of distribution. Property received by the Office of Alien Property 
from decedents’ estates generally consists of cash, for the Office of Alien 
Property is usually one of several beneficiaries and receives its share only 
after liquidation of the estates. There are many cases, however, in which 
securities, personal property, real estate, and other types of property are re- 
ceived. Where the interest vested in trusts is only life estate or an annuity, 
the office receives only periodic income payments. If the interest vested is that 
of remainderman, the office does not receive anything until right to possession 
of the asset is acquired by the death of the life tenant or by some other con- 
dition of the trust. 

In addition, estates and trusts litigation arises from vestings of the interest 
of enemy nationals in estate, trust, and guardianship procedures which are 
pending in the courts of the various States. Upon vesting, the Attorney Gen- 
eral steps into the proceeding in the place of the enemy beneficiary and there 
after participates in the proceedings as a party. At the present time there 
are approximately, 1,100 such proceedings pending in the Litigation Branch 
of the Office of Alien Property. 

Recommendations: It is recommended that consideration be given to liquidat- 
ing, through block sales, the interest of the Office of Alien Property in estates, 
in trusts, in life estates, in claims against estates, and in similar assets. Ap- 
praisals of these assets should be secured in order to determine the present 
value before the blocks are offered at public sales. 

It is further recommended that the remaining workload of estate and trust 
administration and litigation of estates and trusts be transferred to a division 
of the Department of Justice. The unit administering the estates and trusts 
should be responsible for the collection of all income and principal payments. 
A diligent effort should be made to realize on the interest in the estates, trusts, 
and similar assets, and a conscientious endeavor should be made to resolve all 
litigation. 


Senator Dirksen. Mr. Bard, if that idea of blocked sales were 
instituted, to what extent do you think that the remaining cases 
could be diminished ? 

Mr. Barn. By remaining cases you mean the cases in litigation? 

Senator Dirksen. That is right. You are just going to offer these 
interests in blocks to a bidder? 

Mr. Barp. Well, of course you are asking me, Senator, to forecast 
how long it will take to resolve the litigation. I do not believe I 
can answer that. 
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Senator Dirksen. I know it is wholly in the field of conjecture. 

Mr. Barp. It simply comes down to a function, a legal function, 
the litigation part of it; the estates and trust matters that are under 
ry are really of no problem. If they were a problem, they 
d be managed through a management group of some kind in the 
nterim per iod, 

lhe collection of the income is really automatic, if there is income 
from the estate or from the trust, and I do not believe there is any 

ounting problem that would be involved in it. 

| cannot quite see why groups or blocks of these continuing in- 

ngible assets vested, such as estates, insurance contracts, annuities, 
pensions, and other things, cannot be offered for sale—I cannot see 

reason why they cannot—in blocks. I think if appraisal was 
de of them and their present value determined and they were of- 
for sale, I believe you would have no trouble in selling them. 

Senator Dirksen. What this amounts to is, instead of Government 

\iting it out as a party in interest, you just find out whether for a 

h consideration you cannot get somebody else to gamble on await- 

ig the outcome of the dissolution of the litig ration that is involved 
and get what he can. 

Now, of course, it is all a gamble, obviously; you never know how 
much you get, but you do bail the Government out of the time it must 
wall. 

Mr. Barp. Yes. That ties in with another recommendation that I 
make that does not cover in the summary, that is on page 24. At 

e top of the page, we state: 


Oo 
| 
i 


Transfers in kind: Many of the various types of assets vested by the Office 

Alien Property, such as annuities, interest in estates and trusts, royalty 
greements and insurance contracts, have potential value but which cannot be 
iquidated or sold immediately except at considerable loss. 

Recommendations: It is reeommended that, where possible, all such continuing 
assets that are free from claims or possibility of claims or litigation be trans- 
erred to the War Claims Commission directly as payments in kind. 

There is no reason why we should administer any continuing form 
of income that might go on for years and have an administering group 
here when we could just transfer the rights in kind to the War Claims 
Commission and let them reap the income from it and they probably 
will be in business as long as most of those assets have life. 

Senator Dirksen. Mr. Creighton, have you any comment to make 
on that proposal ¢ 

Mr. Cretcutron. Insofar as estates and trusts are concerned, we have 
taken all sorts of interests in estates and trusts. 

Senator Dirksen. Could you talk a little louder, Mr. Creighton ? 

Mr. Cretcuron. I say we have taken many ty pes of interests i con- 
tinuing trusts: contingent interests, remainder interests, life interests, 
practic cally every type of interest known in estates and trusts. Now, 
the values of those interests are problematical in many cases. With- 
out having an analysis made of the continuing trusts in which we have 
an interest in order to find out what the assets of the trusts are and 
then have an actuarial valuation placed on them, I do not think we 
could just put them in a block and sell. There would have to he in- 
dividual liquidations. 

Senator Dirksen. I would assume Mr. Bard had such a survey in 
mind, because earlier in his paper he does mention making a survey 
of assets of this kind. 
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Mr. Creigutron. Of course, these interests require attention by our 


Office. Every time an account is filed in court, if we have a life interest 
or if we have a remainder interest, we are served as a party in the estate 
proceedings. It is the duty of our people who administer that to check 
that account as a lawyer would do who represents an individual client, 
I do not know how many continuing trusts we have in the office. I 
would say somewhere in the neighborhood of 800. 

Senator Dirksen. Is there any way of making a rough estimate of 
how much is involved here, Mr. Creighton, or has it been done? 

Mr. Creteuton. I presume a rough estimate could be made of what 
is involved in those. I do not know how much work it would entail. 
As I say, it is hard to value a contingent interest in a trust. Some of 
the vested remainder interests could be valued because we probably 
know the assets which are in the trust. We may only have a small in- 
terest or we may have a large interest. We may hold the entire re- 
maining interest in a trust. They are constantly being liquidated as 
the terms and conditions of the trust are met. 

The actuarial problem is a big problem. We were faced with that 
in the dual-nationality cases because the original legislation provided 
every claim should be considered in the order in which it was filed, 
with a limitation of $5 million on the total that could be paid. So 
we had to set aside a reserve. We found that delayed us a great deal. 
We had to go out and find an actuary. I think we engaged an actuary 
from another Government agency, the Federal Security Agency, on 
a reverse lend-lease operation. 

But they found a great number of problems. I think the time will 
come when we do have to take some action with respect to these 
continuing trusts which we have, but you will recall that in every 
Conzress, the 80th, and perhaps before that, there have been bills 
introduced directing us to return all interests which we have acquired 
from estates or trusts derived from American citizens. One of those 
bills passed the Senate at one time. 

With respect to estates and trust matters pending in the State courts, 
I want to say that practically all of the litigation with respect to those 

are handled by the respective district attorneys throughout the coun- 
try. If, as Mr. Bard suggested, all these be transferred to the War 
Claims Commission, it would either have to make arrangements with 
the Department of Justice or somebody or have the district attorneys 
handle it, and it would create correspondence back and forth between 
the two agencies or else you would have to put more people on the staff 
of the district attorneys. 

Mr. Barn. I believe, though, in recommending the transfer of these 
continuing interests to the War Claims Commission, that I stated such 
properties that were free of any claims or any pending litigation or 
any possible litigation could be transferred in kind to the War Claims 
Commission for the collection of the continuing income. 

Mr. Creicuton. A continuing trust, until finally wound up, is al- 
ways pending, of course. 

Senator Dimxsen. Yes. 

Mr. Barp. Of course, taking the whole section of estates and trusts, 
this report is reeommending a liquidation proceeding and in liquida- 
tion, obviously speed is important. And if you are going to start to 
make an appraisal of every 2 or 3 dollars assets and run into admini- 

strative costs and continuation of time, you are going to defeat the 
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program. There is no question but that appraisals can be made of 
these pieces of property and they will be bulked into blocks; obviously, 
there will be times when you get less than the potential value of them. 
In some cases you might get more than the potential value. But ina 
quidation you put the whole thing together and package it up and 
keep your eyes closed in some cases to some of the values that you 

oht realize. 

Senator Dirksen. The nub of it, of course, is that the interest is not 
extinguished. It is only that somebody else besides the Federal Gov- 
rnment worries about it. 

Mr. Barp. That is right. 

Senator Dirksen. Suppose we proceed then to No. 11. 

Mr. Barp (reading) : 

Immediately enact legislation, if neecssary, to transfer creditors’ claims in 
ested enterprises, that are in the process of liquidation, to claims against the 
roceeds realized, and enact legislation, where necessary, to convert minority 
or majority stock holdings in vested corporate enterprises to secondary claims 
igainst the proceeds from the liquidation of the assets. 


Senator Dirxsen. You discussed that this morning with Senator 
Smith. 
Mr. Barp. Yes. I will take up the next one. 
Number 12 (reading) : 


Immediately set up a liquidating unit to take over all vested foreign assets, 
whether held in enemy or nonenemy countries. In this connection, immediate 
liaison should be established with the State Department for the purpose of 
realizing on these foreign assets. 


[ think on page 20 we go into a little detail on that. 


Vested enterprises: The vesting of business enterprises falls in two classifi- 
cations, first, the vesting of corporate shares of stock, or a partnership interest, 
and second, the vesting of all assets of business enterprises. In the case of 
vested corporate stock, or a partnership interest, the creditors of the enterprise 
look to the corporation or partnership for payment. In the case of “all asset 
vesting” the Office of Alien Property does not recognize creditors when the 
assets are vested and the creditors must resort to the filing of debt claims against 
the vesting assets. 

Business enterprises were further segregated between those that were to be 
ontinued in operation and eventually sold and those to be liquidated. Of the 
134 business enterprises vested by the Office of Alien Property, 327 companies 
were either in liquidation at the time of vesting, or were placed in liquidation 
because they were unable to operate profitably, or because their continued 
operation would not serve the national interest. After liquidation of some of 
these enterprises had been commenced, title claims or section 9 (a) suits were 
filed. A few of the enterprises where the Office of Alien Property vested a 
minority interest, notably the Silesian American Corp., are being liquidated by 
representatives of the majority stockholders. 

Of the 327 enterprises that were to be liquidated, there remains approximately 
100 business enterprises still in the process of liquidation. ‘The Office of Alien 
Property has reduced most of the domestic assets to cash, but there remains 
complications in these enterprises for which the Office of Alien Property ap- 
parently have no solution. Several factors complicate the disposition of these 
enterprises, such as: 

(1) Corporations where the stock vested is less than 100 percent of the out- 
standing stock. 

(2) Insolvent enterprises. 

(3) Enterprises having one or more of the following: 

(a) foreign assets, enemy ; 

(b) foreign assets, nonenemy ; 

(c) foreign liabilities, nonenemy ; 

(@) foreign liabilities, enemy (in which case the Office of Alien Property has 
vested the interest of the enemy national), and 
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(e) domestic liabilities. 
In connection with the above factors, there is detailed hereafter an analysis 
of the enterprises in liquidation at June 30, 1951, including only those not fully 
liquidated at the time of this report. 


And I could not get any more recent statistics than the June 30, 1951, 
figures that were available to me. 

On page 22 we set forth a table showing breakdown between corpo- 
rations and those enterprises where only the assets were vested and 
further breaking them down into classifications of ownership with 
the subclassification as to whether or not they had foreign assets 
and/or foreign liabilities as will as domestic assets. Just in passing, 
you might note that out of the 99 companies, 67 were indicated as 
being solvent and 32 as being insolvent. 

Of the corporation where we have 100 percent invested in them, 
you will notice that there are no foreign habilities or foreign assets 
involved in 15 of them. 

Where we have 100 percent interest vested in the enterprises other 
than corporations, there are 10 of them that have domestic assets and/ 
or domestic liabilities. 

But it does present that type of problem. We recommend that— 


All domestic assets that have not been realized and have value should be 
immediately reduced to cash so that there will be only foreign assets remaining. 

All foreign assets of value, whether in these enterprises in liquidation or now 
in the name of the Attorney General, located in enemy or nonenemy countries, 
should be transferred to a liquidating unit of the Department of Justice. In 
this liquidating unit records must be maintained showing all the details of 
the individual assets available to pay cerditors’ claims. Arrangements should 
be made with the State Department to establish a program of rapid liquidation 
and realization of the foreign assets in enemy and nonenemy countries, and the 
machinery for the settling of claims of nonenemy nationals against the proceeds 
in liquidation of these enterprises. The success of the liquidation of these 
business enterprises depends entirely upon the realization of these foreign assets. 

In the case of corporate entities, legislation, if required, should be enacted to 
transfer all domestic and all foreign nonenemy creditors’ claims to a claim against 
the proceeds from the realization of the assets in the corporation. Every effort 
should be made to reach an agreement with the stockholders of those corpora- 
tions where the Attorney General has not vested a 100 percent interest whereby 
they will convert their interests into claims which would take a secondary 
position to the creditors’ claims. These secondary claims would share pro rata 
with the Attorney General in the residue, if any. 


Senator Dirksen. Now then, we have one more, No. 13 on page 5. 


Mr. Barn. That is merely a comment, but I believe there are two 


other sections that were not included in these summaries, Senator. 
Under No. 13: 


The use of outside attorneys and independent public accountants to expedite 
this program and to augment the staff of the Attorney General should be done 
when and where necessary. 


We have a section in here on patents that apparently was not 
covered in the summary. That is on page 16. 

Senator Dirxsen. Yes. 

Mr. Barp (reading) : 


The Office of Alien Property has vested approximately 44,000 patents. These 
patents which were not subject to royalty agreements with domestic corpora- 
tions were placed in the public domain, and the Office of Alien Property grants 
licenses to any American citizen to use these patents on a royalty-free, nonexclu- 
sive basis. Patents are granted for a term of 17 years, and the majority of 
those which have been vested will expire within the next 6 or 7 years. In the 
ease of vested patents subject to royalty agreements, the business using the 
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patent has been directed to pay over to the Office of Alien Property the fees or 
rovalties called for by the agreement. 
In addition to the above, the Office of Alien Property vested 50 percent or 
re of the stock of some 15 patent-holding companies. Liquidation of some 
of these companies is being held up due to the filing of section 9 (a) suits or 
title claims. 
Recommendations: Patents in the public domain. Transfer of jurisdiction 
nd administration of these patents to the Government Patent Commission, 
Department of Commerce, is recommended. 


Senator Dirksen. You say the Government Patent Commission as 
listinguished from the Patent Office ? 

Mr. Barp. I believe it is a separate commission set up within war- 
me. 

Senator Dirksen. That is right, set up within the wartime. 

I wondered if it was still in existence. 

Mr. Naren. It is still in existence. 

Mr. Barp (reading) : 


¢ 


Due to the short remaining life of the majority of these patents, it would 
appear that businessmen would have little interest in securing licenses for their 
St The workload connected with the administration of these patents should 
t be material or of too long duration. 


Senator Dirksen. Let me ask Mr. Bard, it seems to me that quite 
ome time back I talked to some of the people identified with the 
Patent Commission. Certainly they have taken account of all the 
patents that were vested and the possibility of converting some of 
them to Federal use or otherwise letting a license be issued and urging 
nterested people who might start business and get out contrivances, 

d that sort of thing, that might be of value to the country, to avail 
themselves of it. 

Mr. Barp. That is right. That is the place where the center of the 
ctivity should be in my opinion, in the Commission’s offices. Of 
course, it is rather hard if a patent will expire in.a year or two, to 
isk some businessman or to expect some businessman to maybe re- 
onvert his plant or build an additional unit or a new plant or some- 

ling to manufacture a product under a patent that is going to expire 
1a year or two. So the longer these patents go that are not tied 

» under any royalty contract or any agreement, the less valuable 

ey are going to be. They are a dying asset. There is no question 
bout that. (Reading :) 


Patents subject to royalty agreements: It is recommended that jurisdiction 
and administration of these patents, as well as those in the public domain, should 
be placed with the Government Patent Commission. The policing of the agree- 
ments vested should also be handled by the Government Patent Commission with 
provision for final or interim audits of these agreements to be made by inde 
pendent public accountants or the General Accounting Office, as the need arises. 

Patent holding companies: It is recommended that, if an immediate sale of 
these companies is not possible, their administration should be turned over to 
the Government Patent Commission. It would appear that, due to the limited 
life of patents, the final liquidation of these companies can be accomplished in 
a relatively short period of time. Final or interim audits should be made by 
independent public accountants or the General Accounting Office. 

Copyrights: The Office of Alien Property vested approximately half a million 
copyrights and related rights in books, periodicals, motion pictures, musical 
compositions, plays, paintings, and other types of literary and artistic works. 
The Office then granted to American citizens licenses on a fee or royalty basis 
for the exploitation of a number these copyrights. The Office also vested prewar 
contracts between foreign copyright owners and American exploiters and collects 
royalties payable thereunder. 
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Recommendations: The heterogeneous nature of the copyrights vested, which 
have a limited life, suggest the feasibility of splitting them into groups, such as 
literary, scientific, motion pictures, and so forth, and that the administration of 
each group be transferred to the Department or Agency having cognizance of the 
activities in the field to which the group is part. Literary or musical composi- 
tions, as an example, could be turned over to the Library of Congress for ad- 
ministration. The audits required because of licensing agreements should be 
done by independent public accountants or the General Accounting Office. 

Trade-marks: The Office of Alien Property has vested over 500 trade-marks 
together with a number of contracts relating to trade-marks of enemy nationals 
A trade-mark registered with the United States Patent Office does not have a 
determinable life, and therefore it is the product or business which it identifies 
that determines its value. 

Recommendations: It is recommended that vested trade-marks, which at this 
time have no apparent value, be turned over to the National Archives for record 
ing and safekeeping. The trade-marks about which inquiries for use have been 
made should be turned over to the Commerce Department to complete negotia 
tions with the aim to sell the trade-mark rather than license it. The status of 
those trade-marks, subject to license agreements, should be reviewed and every 
possible effort made to sell outright to the licensees these trade-marks or the 
agreement should be renegotiated to provide the licensee with full ownership 
upon payment of a definite sum over a period of years or even after the lapse 
of a certain period of years. The actual administration of the existing or re 
negotiated trade-mark agreements should be by the Commerce Department. 

Now, in some instances those are good examples of transfers in 
kind that could be made to the War Claims Commission, those agree- 
ments under either patents, copyrights or trade-marks, because there 
is no problem insofar as administration of them is concerned. They 
are continuing income as long as the life of the patent, of the copy- 
right, or as long as the agreement exists on other items such as trade- 
marks. 

Now, if I may go into the accounting now, page 26. In regard to 
the accounting we state : 

The accounting functions of the Office of Alien Property, except payroll and 
administrative expemse accounting, are performed at the branch office in New 
York. All payroll and administrative accounting for the office is performed by 
the Administrative Division of the Department of Justice in Washington, D. C. 
There is a backlog of accounting work to be performed in connection with the 
closing of vested alien accounts. This work should be completed at the earliest 
possible moment. From a practical point of view, it would be much better to 
complete this work in New York. 

I might supplement the report at this point, Senator, and state 
that if the making current of the accounting insofar as the Comptrol- 
ler’s branch is concerned becomes a problem of time that might extend 
beyond a reasonable period of time because of the lack of personnel 
that he may have in his office, it would be recommended that the idea 
or the plan of checking into the feasibility of using independent public 
accountants such as Price, Waterhouse & Co., to furnish the necessary 
help, or any of the other big accounting firms to come in on a fee 
basis, I believe that you will find it will be a whole lot more economical 
in extending the work over a period of time by using the current per- 
sonnel on an overtime basis. 

Obviously, the time limit would be shortened in bringing those 
accounts up to date. [Reading:] 


Recommendations: It is strongly recommended that every effort be made to 
place all of the accounting on a current basis, and all accounts in which 
transactions have been completed should be closed and transferred to the 
inactive files. Temporary personnel should be employed if necessary to accom 
plish this. When this work is completed all phases of the accounting should 
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transferred to the Administrative Division of the Department of Justice in 


Washington, D. C. 


be 


Now, the next chapter here or section covers the accountability or 
. pulling in of the accounting for all of these functions that might 
transferred out of the central location into other departments and 


gencies. | Reading:] 


‘he Office of Alien Property maintains on its books an account in the name 
f each national whose property has been vested. At June 30, 1952, approxi- 

itely 45,000 individual alien accounts were maintained. All of the vested 

yperty formerly owned by a national is carried in an account bearing his 
name, and all transactions with respect to the property are there recorded. 
maintenance of books +n vested property in this manner makes it possible 
entify all items of vested property as to their former ownership. To the 
extent that vested property will be returned to its former owners, this system is 
essential. To the extent that property will not be returned, a system of accounts 
individual nationals is equally necessary for purposes of paying creditors’ 
ms against the former owners of vested assets, and as a permanent Govern 
ecord of the source of all property vested as well as of the transactions 

t have taken place with respect to it. 

he accounting records are under the supervision of a Comptroller, who is 
onsible for their maintenance as well as the auditing functions pertaining 
vested properties, and properties turned over to the Office of Alien Property 
custody and safekeeping, the handling of tax matters relating to vested 
properties, the maintenance of files and business machine records pertaining to 
approximately 44,000 patents, the depositing for collection with the Treasury of 
United States currency, checks, and drafts paid to or received by the Office 
of Alien Property, the transfer of the proceeds to the Treasurer of the United 
States for the account of the Attorney General, and the payment by check of all 
administrative expenses and claims against the Office of Alien Property. 

‘he Comptroller’s branch also maintains individua! accounts for all claims 

d with the Office. Accounts are also maintained in which are recorded all 

e and debt claims filed against specific vested properties Approximately 
76,000 claim accounts were maintained at June 30, 1952. It was estimated 

at 2,500 additional claim accounts will be established in the 1953 fiscal year, 

id 1,500 in the 1954 fiscal year. Over 60,500 accounts have been established in 
which are recorded all properties in the United States, acquired through the 
issuance of some 20,000 vesting orders. In addition, approximately 19,000 
memoranda accounts relating to the recovery of conservatory and administrative 
expenses are maintained. 

Recommendations: It is highly desirable that the system of accounting for 
alien property claims and the status of the national’s accounts be continued. As 
previously stated, it is recommended that the accounting for alien property 
be placed in the Administrative Division of the Department of Justice. The 
system of accounting, as now in use, must be maintained until complete liquida 
tion of the Office of Alien Property has taken place. Only in this way will a 
historical record be accomplished. There is a considerable amount of property 

aining in the Office of Alien Property on a safekeeping basis which will ulti 
mately be returned to its former owners, such as property belonging to French 
itionals, Italian nationals, and so forth. Complete records must be maintained 
these accounts in order to make a complete accounting at the date of 
return of the property. Claims will be settled on a pro rata basis: majority 
and major stockholders of vested enterprises who have equities in the prop 
erties will require an accountability as to the disposition of the property and 
the disposition of the proceeds. 

An accelerated liquidation program will impose, temporarily, a much heavier 
workload on the Accounting Office. However, as the liquidation activity recedes 
and the claims program reaches normal proportions, drastic reductions can be 
made in the accounting personnel doing this work. 

In recommending the transfer of certain functions of the Office of Alien 
Property to other divisions of the Department of Justice and other Departments 
of the Government, it must be understood that a careful plan of accountability 
must be worked out in order that the complete accounting for the overall pro- 
gram is not disturbed. This will require a system of interlocking accounts 
which can be designed to fit the needs of the various phases of the program 
transferred so that complete accountability can be maintained. This system 
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“an be developed either by the General Accounting Office, independent public 
accountants, or by the committee. 


When I say the committee, I mean the committee that is recom- 
mended in this report. 


The installation of such a system can be done progressively as the functions 
are transferred from this Office. 

The recommendations contained in this section pertaining to the accounting 
records and the accountability of the functions transferred are highly important. 
In the future, when there is a complete liquidation of alien property, it will be 
necessary to have a complete and accurate accounting of all of the transactions 
involved. It is further recommended that the General Accounting Office under- 
take the annual audit of these activities. This audit should be similar in scope 
to the audits made in the past by independent public accountants. 

Future administrative costs: The Trading With the Enemy Act should be 
amended, where necessary, in order that, after the period of accelerated liquida- 
tion has been completed, all administrative costs necessary to process the re- 
maining activities be provided from general Treasury funds. In order to offset 
this provision, an amount should be set aside out of the proceeds of vested 
property, carried in the Attorney General’s account, estimated to completely 
cover the cost of future activities. This amount could be covered into the 
general Treasury funds on a pro rata basis, annually, over the estimated period 
required to completely wind up the affairs of the now existing Office of Alien 
Property. 

A part of this segregated fund to reimburse the general Treasury for the 
additional administrative expense may consist of receipts or earnings from 
activities, which cannot be immediately liquidated. These receipts would 
include the proceeds from the sale of patent catalogs, and license fees received 
for the use of patents and copyrights. The amount is rather small but it does 
represent true income that can be used to defray administrative costs. 

Addendum: This report has been confined to liquidation recommendations and 
is necessarily general in nature. Information pertaining to certain operations 
of the Office of Alien Property affected by these recomemndations is contained 
in some detail in the interim report of the subcommittee and the confidential 
reports of the staff. 

Conclusions: The foregoing recommendations provide for complete and im- 
mediate disintegration of the now existing Office of Alien Property. There 
remains the problem of alien property confiscation in the event of future wars 
or hostilities. A careful study of the entire alien property program over the 
past 10 years should be made, and based on this review legislation which will 
avoid the errors and pitfalls of the present act should be enacted in order to 
have an efficient and workable program available in case it is necessary at some 
future time to again take over alien or enemy-owned property in the United 
States. It is highly desirable that this study be made in order that the blueprint 
for future operations of a seizure program be completely worked out and placed 
on the shelf for ready use. 


(The entire report by Messrs. Bard and Doyle follows:) 


REPORT ON THE RECOMMENDATIONS WITH RESPECT TO THE LIQUIDATION OF THE 
OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Pursuant to the request of the subcommittee, a plan has been prepared for the 
liquidation of the Office of Alien Property, Department of Justice, and is presented 
hereinafter. It is believed desirable to first review the present condition of the 
Office of Alien Property: and based upon this review to present the plan in the 
form of recommendations which will provide an orderly, expeditious, and efficient 
liquidation. This report is confined te the broader aspects of the operations, and 
the recommendations are general in nature. It should be understood that the 
recommendations contained herein are conditioned on the enactment of certain 
legislation as referred to in this report. 

The recommendations contained herein call for a drastic program of complete 
liquidation of the Office of Alien Property. Full disintegration of the Office 
should be made, and not just a mere transfer of certain phases of the program 
or followthrough on certain liquidation procedures, and leaving a continuing 
operation. The retention of the continuing operation of the program under one 
management would provide a nucleus for an expansion of the program, and within 


to 
pr 





pu 
th 
m™m 








Public 


*COmMm- 


ctl 


inting 
rtant 
ill be 


tions 
Lined 
ntial 


Lited 
rint 
aced 


THE 


the 
ite 

the 
the 
lent 
and 
the 
ain 


tice 
am 
‘ing 
one 


hir 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 443 


, very short period of time another empire would be in the making. If this were 
to take place, there is no doubt that the winding up of the entire affairs of this 
program would continue interminably. 

It must be realized that regardless of any complete blueprint designed for this 

irpose, allowances must be made for certain complexities beyond the control of 
the liquidator which will extend certain phases of the liquidation beyond what 
might be considered a reasonable period. 

The Office of Alien Property has requested a budget of $3,900,000 for the fiscal 
ear ending June 30, 1954, to be paid out of vested property funds. This is a 
$100,000 increase over the authorization for the fiscal year ending June 30, 1953. 
(he budget request indicates that $1,407,546 is required for the operations of 
the Management and Liquidation Branch, that $1,298,413 is required for the 
administrative adjudication of claims, that $837,198 is required to carry on the 
litigation program, that $39,782 is required for executive direction, and that 
$317,051 is required for administrative services. The amount requested for the 
1954 fiscal year will permit the Office to increase its average employment 

572 from an average of 560 in fiscal 1953. 

The Office of Alien Property has estimated that 48,328 title and debt claims will 
be pending at the end of the current fiscal year, and that approximately 41,528 

aims will be pending at the end of the fiscal year June 30, 1954. The Office 
estimates that there will be 1,381 cases in litigation at the end of the fiscal 
year June 30, 1953, and 1,331 cases at the end of the fiscal year June 30, 1954. 
Regardless of the enactment of legislation or administrative proceedings to ex- 
pedite the handling and settling of claims, it must be recognized that the dis- 
position of 48,000 claims and 1,300 cases involving litigation will be time con- 
suming and subject to considerable administrative cost. 

The Office of Alien Property has either vested directly, or through vested 
orporations, a large amount of foreign assets held in what is referred to as 
enemy countries, and foreign assets held in what is classified as nonenemy 
countries. There are certain liabilities owed to nationals of foreign nonenemy 

intries by some of these vested enterprises. In addition, there are many 
intercustodial conflicts between the United States and foreign governments 
over the ownership of certain vested assets. This intercustodial problem, as 
well as any continuing vesting program, must be considered in any plan of 

juidation. 

The vested interests in estates and trusts would require considerable time 
to liquidate. In many cases the Attorney General’s interest in estates and 
trusts is subject to litigation, and consideration will necessarily be required 
in the proper disposition of vested life interests and vested remainderman 
nterests. The vesting program included the vesting of enemy interests in 
insurance contracts, pensions, royalties, and other forms of continuing sources 
ff income. Like estates and trusts, especially life interests or remainderman 
nterests, this phase of the program would require considerable time to liquidate. 

The problem of administering the rights of the United States Government 
n vested patents, copyrights, and trade-marks, until such time as they expire, 
will have to be considered. 

With the foregoing conditions in mind, the following recommendations are 
submitted for consideration, and may be summarized as follows: 

1. Immediately form a committee composed of attorneys, accountants, econ- 
omists, and businessmen under the direction of the Attorney General of the 
United States. 

2. Enact legislation immediately to transfer title claims to the proceeds from 
the sale of properties, rather than against the property itself. 

3. Transfer the adjudication of all claims and the cases in litigation to the 
Claims Division of the Department of Justice. 

4. Immediately enact legislation necessary to close out all claims against cash 
on deposit to the credit of the World War I account, and transfer the function 
of this section to the Treasury Department. 

5. Immediately transfer the records and the responsibility for Foreign Funds 
Control to the Treasury Department. 

6. Immediately transfer all intercustodial and vesting activities to the State 
Department. 

7. Immediately close all branch offices and transfer all activities to Washing- 
ton. The accounting records of the Office should be made current at once 
preparatory to the consolidation. 
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8. Immediately start to dispose of, by sale or otherwise, all vested assets 
that are free of claims, and all vested assets in their entirety when claims’ 
legislation has been adopted. Enact legislation, if necessary, to expedite the 
sale of all assets. 

9. After a survey has been made of all of the vested assets and the worth- 
less items determined, these items should be charged out of the records and 
disposed of physically. 

10. The vested interest in estates and trusts, insurance contracts, pensions, 
and so forth, which cannot be liquidated, should be transferred to a separate 
unit of the Department of Justice for administration. 

11. Immediately enact legislation, if necessary, to transfer creditors’ claims in 
vested enterprises, that are in the process of liquidation, to claims against the 
proceeds realized, and enact legislation, where necessury, to convert minority 
or majority stock holdings in vested corporate enterprises to secondary claims 
against the proceeds from the liquidation of the assets. 

12. Immediately set up a liquidating unit to take over all vested foreign assets, 
whether held in enemy or nonenemy countries. In this connection, immediate 
liaison should be established with the State Department for the purpose of 
realizing on these foreign assets. 

13. The use of outside attorneys and independent public accountants to ex- 
pedite this program and to augment the staff of the Attorney General should 
be done when and where necessary. 

In order to more fully understand the suggested approach to consolidation 


and liquidation, the above recommendations are set forth hereafter in greater 
detail. 


LIQUIDATION COMMITTEE 


The Attorney General's committee should supervise all phases of the liquida 
tion of the Office of Alien Property, and it is suggested that the committee 
immediately set out to accomplish the following: 

A. A complete survey of all remaining assets vested by the Office of Alien 
Property to determine their realizable value and then to make recommendations 
for the writing off or physical disposal of all assets. 

B. Recommendations for enactment, where necessary, of legislation to settle 
debt claims by summary procedure or otherwise, and to transfer the rights of 
title claimants to claims to the proceeds from the sales of the contested prop- 
erties rather than the properties themselves. 

C. Recommend any additional legislation or procedures necessary for the 
immediate disposal of all property. 

D. Determine the means of transferring the World War I accounts to another 
Department, and recommended legislation to close out the pending claims arbi- 
trarily if necessary. 

KE. Determine the procedure necessary to transfer a creditor’s claim in a 
vested enterprise to a claim to the proceeds from the liquidation of the vested 
enterprise. In addition, determine the procedure necessary to transfer minority 
or majority stockholders’ rights in vested enterprises to secondary claims 
against the proceeds of the assets in liquidation. 

F. Immediately survey the branch offices to determine the means of closing 
these offices, disposel of the work carried on in the offices, and the consolidation 
of all activities into the Washington office. 

G. Determine the means of transferring patents and. copyrights to another 
Bureau or Department. 


H. Determine the means of transferring the custody and accounting for 
blocked accounts to another Department. 

I. Determine the means of transferring to a liquidating unit the title to 
foreign assets, both those in enemy countries and those in nonenemy countries 
for the purpose of realization. 

The liquidation committee’s policy should be that of consolidation and liquida- 
tion simultaneously with the preparation of required legislation. It will be 
necessary for members of the committee to confer with department and agency 
heads as to their facilities for absorbing portions of this program and the 
methods of transfer. It is recommended that the committee consult the former 
counsel for the subcommittee originally created to conduct this study. 
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CLAIMS 


Che vesting program instituted under the Trading With the Enemy Act created 
many claims against the Office of Alien Property for the return of vested prop- 
erty (title claims), and claims for obligations due and owing from owners of, 
and directly against, the property vested (debt claims). 


Title claims 


At June 30, 1952, there were approximately 8,500 title claims outstanding, 
and also something over 100 section 9 (a) suits filed (when a title claim, if 
administratively pursued, is decided against the claimant, he has the right to 
file a section 9 (a) suit to secure judicial determination of his claim). Where 
a section 9 (a) suit has been filed, the property against which the suit has been 
filed cannot be disposed of until the litigation has been decided. The same policy 
has been followed by the Office of Alien Property with respect to assets against 
vhich title claims have been filed, that is, there can be no liquidation until the 
claim has been decided. The filing of title claims and section 9 (a) suits has 
held up the sale of such vested property as General Aniline & Film Corp. stock, 
General Dyestuff Corp. stock, and Karl Lieberknecht, Inc., stock. Unless legis- 

ion is enacted which will permit the sale of the prope rties against which 
t tle » claims or section 9 (a) suits have been filed, the Office of Alien Property, 
or a similar agency under a different name, must continue in existence to act 
as custodian of these properties. Once the Office of Alien Property is per- 
mitted to convert these assets into cash, through sale or liquidation, the settle- 
ment of title claims and section 9 (a) suits becomes strictly a legal function, 
and the existing facilities of the Department of Justice can absorb this ac- 
tivity. The funds received from the sale or liquidation of the assets against 
which title claims or section 9 (a) suits have been filed can be covered into 
the Treasury and safekeeping accounts established for the individual vested 
accounts until the litigation or claim is decided. 


Debt claims 


At June 50, 1952, there were approximately 43,000 such claims outstanding. 
The filing of debt claims or litigation instituted in connection therewith does 
not prohibit the liquidation or sale of the assets against which the claim or 
suit has been filed, as these are money claims. This, therefore, reduces the 
problem to one of expediting the review and allowance or disallowance of the 
debt claims. The Department of Justice has existing facilities to handle this 
work. The assets, against which these claims have been filed, have been or 
are in the process of being converted into cash. Such cash should be covered 
into earmarked safekeeping accounts with the Treasury until the litigation or 
claims have been decided. 

As to the extent of the legislation necessary to expedite the matter of title 
and debt claims, it is understood that the former counsel of the subcommittee 
has recommended legislative proposals in these matters and should be consulted. 


WORLD WAR I ASSETS AND CLAIMS 


The Office of Alien Property is still engaged in the disposition of World War I 
assets. The program has reached a confused status from which only legisla- 
tion will extricate it. There are no marketable securities held by the Office 
of Alien Property as a part of World War I assets. There are assets listed 
in the amount of $57,419,820.73, which are participating certificates supported 
by German Government obligations assumed by the debt funding agreement 
of 1930. They have been in default for more than 20 years. Whether any 
amount will ever be realized on these certificates will depend upon the Ger- 
man Government resuming the redemption of the obligations deposited with 
the Treasury Department under the debt funding agreement of 1930. 

In addition to these participating certificates, there is segregated cash in the 
United States Treasury as of June 30, 1952, in the amount of $2,003,158.48. The 
Office of Alien Property has indicated that approximately $889,483 will be 
needed to cover claims and other charges of a very involved nature which will 
be perpetuated, unless a complete analysis is made of the status of each of 
these claims and charges, and legislation is enacted for the purpose of dis- 
posing of these claims and charges. 

Against the remaining cash, namely $1,113,675.48, active claims have been 
presented by persons who alleged that they were citizens of France, Austria, 
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Poland, Czechoslovakia, Yugoslavia, and the United States. A portion of this 
balance may be transferable to the Germany special deposit account after final 
audit and action is taken upon all these active claims. 
Recommendations 

It is recommended that the accounting records representing the German par- 
ticipating certificates be transferred to the Treasury Department. However, 
basically any settlement of this debt will have to be negotiated by the State 
Department. A review should be made immediately of the status of the claims 
pending against the cash balance held by the Office of Alien Property in order 
that proper legislation can be recommended for the disposition of all of these 
claims, bearing in mind that the problem of World War I assets and claims 
has not been resolved in a period of approximately 33 years. 


FOREIGN FUNDS CONTROL 


This activity became necessary because of two governmental actions in con- 
nection with blocked accounts and scheduled securities. 


Blocked Accounts 


In 1940, by Executive order, all assets belonging to foreign nationals in this 
country, except those of the United Kingdom, Eire, and Turkey, were frozen. 
Banks, banking firms, brokerage firms, insurance companies, and so forth, were 
ordered to report to the Treasury Departinent such accounts, and not to release 
any assets from these accounts without a general order from the Treasury 
Department for each transaction. The Federal Reserve banks carried out this 
program. Beginning in October 1945, machinery was put in effect which pro- 
vided for the unblocking of assets of persons in most of the enemy-occupied 
and neutral countries, if the government of the country where the beneficial 
owner resided certified there was no enemy interest in such assets. However, 
not all of the nationals of these countries have availed themselves of this 
procedure, which had the incidental effect of disclosing to their respective 
governments the ownership of assets in the United States. 

In 1948, under the Snyder-Vandenberg plan, all the assets remaining blocked 
were transferred to the jurisdiction of the Office of Alien Property, and a new 
eensus of blocked accounts was ordered. The Office of Alien Property made 
available to the respective governments the information obtained by this census. 
Further, all uncertified assets (ownership not revealed) were to be vested by 
the Office of Alien Property on the theory that such assets were enemy owned. 
These assets were to be released if subsequent disclosure revealed their non- 
enemy ownership. 

A complication arose when it was decided to keep blocked the accounts of 
residents of the satellite countries. Apparently release of these assets is made 
only when such a resident moves to a nonsatellite country. There now remains 
blocked assets, with a book value of approximately $10,000,000, belonging to 
residents of Western European countries. The Office of Alien Property indicated 
that the value of these assets is overstated due to the manner of reporting 
the values, 

It appears improbable that any of the blocked assets are enemy owned. The 
blocked assets of residents of the satellite countries must remain blocked until 
a decision as to their disposition has been reached by the State Department 
which is handling this phase of the blocked account program. Until this de- 
cision has been made, there will be very little activity in these accounts. 


Recommendations 


It is recommended that the assets included in the blocked accounts of nationals 
of Western Europe be unblocked in order to permit the present holders of these 
assets to settle them in the ordinary course of business. It is further recom- 
mended that all records and control over these accounts be transferred to the 
Treasury Department for future administraion. 


List of Scheduled Securities 


Bearer bonds believed looted by the Germans during the period they occupied 
Belzium, the Netherlands, and France, were sold by them in the black markets 
of Europe. The Netherlands Government provided the United States Govern- 
ment with a list of these securities, which it secured from the records of the 
German occupying authorities left behind when driven from the Netherlands. 
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Some of these securities were bonds issued by corporations of this country, 
ind others were bonds issued by foreign governments or foreign corporations 
which have paying agents in this country. The Office of Alien Property was 
given jurisdiction over the program aimed to recover these securities for the 
original owners from whom they were looted. The Netherlands Government is 

ving the cost of the Office of Alien Property's activities in this program, be- 

iuse the majority of the securities on this list were taken from nationals of 
he Netherlands. The Office of Alien Property vested all of the domestic se- 
urities on the looted securities list and issued blocking orders to the paying 
agents for the foreign securities. As these securities find their way into the 
United States they are turned over to the Federal Reserve Bank in New York, 
ch notifies the Office of Alien Property which, in turn, notifies the Nether- 
s Embassy. The Netherlands Embassy takes such steps as it deems neces- 
(litigation, compromises, etc.) to secure title to these securities for its 
tionals. This activity will continue as long as the Netherlands Government 
is it necessary and economically sensible. 


commendations 

As this activity is part of the Foreign Funds Control Section, it is recom- 
mended that it be transferred to the Treasury Department together with the 

cked accounts program. 


INTERCUSTODIAL ACTIVITIES 


luring the war all major Allied Powers adopted enemy property programs 
similar to that of the United States involving the seizure of all enemy assets 
wated within their jurisdiction. In many instances more than one government 
seized interests in the same property. Because of this multiple seizure, there 

s been confusion as to which government could exercise managerial control 
over the assets involved, and which would ultimately be able to realize the 
values at stake. In order to resolve such problems in a practical and equitable 
manner and to avoid protracted litigation between the claimant governments, 
the Inter-Allied Reparations Agency sponsored negotiations between its member 
governments to work out a general international agreement on principles and 
techniques for resolving the intercustodial problems arising from these seizures. 
This program must be continued until all of the problems and conflicts have 
been resolved. This activity, together with any continuing vesting program 
vhich may be necessary, must be recognized, 
Recommendations 

t is recommended that this phase of the activities of the Offce of Alien Prop- 
erty be transferred to the Department of State to be brought to a conclusion 
through their Foreign Division. 


ESTATES AND TRUSTS 


The administration of vested interests in estates and trusts involves the col- 
lection annually of millions of dollars in cash, and taking control over thousands 
f assets of a diversified nature. The Office of Alien Property succeeds to the 
rights of the former owners, and receives from the executor, trustee, or other 
tiduciary whatever assets are distributable to the heirs or beneficiaries pursuant 
to court decree for the terms of the trust, will, or other determinant of dis- 
tribution. Property received by the Office of Alien Property from decedents’ 
estates generally consists of cash, for the Office of Alien Property is usually one 
of several beneficiaries and receives its share only after liquidation of the es- 
tates. There are many cases, however, in which securities, personal property, 
eal estate, and other types of property are received. Where the interest vested 
n trusts is only life estate or an annuity, the Office receives only periodic income 
payments. If the interest vested is that of remainderman, the Office does not 
eceive anything until right to possession of the asset is acquired by the death 
of the life tenant or by some other condition of the trust. 

In addition, estates and trusts litigation arises from vestings of the interest 
of enemy nationals in estate, trust, and guardianship procedures which are 
pending in the courts of the various States. Upon vesting, the Attorney General 
steps into the proceeding in the place of the enemy beneficiary and thereafter 
participates in the proceeding as a party. At the present time there are ap- 
proximately 1,100 such proceedings pending in the Litigation Branch of the 
Office of Alien Property. 
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Recommendations 


It is recommended that consideration be given to liquidating, through block 
sales, the interest of the Office of Alien Property in estates, in trusts, in life 
estates, in claims against estates, and in similar assets. Appraisals of these 
assets should be secured in order to determine the present value before the blocks 
are offered at public sales. 

It is further recommended that the remaining workload of estate and trust 
administration and litigation of estates and trusts be transferred to a division 
of the Department of Justice. The unit administering the estates and trusts 
should be responsible for the collection of all income and principal payments, 
A diligent effort should be made to realize on the interest in the estates, trusts, 
and similar assets, and a conscientious endeavor should be made to resolve all 
litigation. 

PATENTS 


The Office of Alien Property has vested approximately 44,000 patents. Those 
patents which were not subject to royalty agreements with domestic corporations 
were placed in the public domain, and the Office of Alien Property grants licenses 
to any American citizen to use these patents on a royalty free, nonexclusive basis, 
Patents are granted for a term of 17 years, and the majority of those which 
have been vested will expire within the next 6 or 7 years. In the case of vested 
patents subject to royalty agreements, the business using the patent has been 
directed to pay over to the Office of Alien Property the fees or royalties called 
for by the agreement. 

In addition to the above, the Office of Alien Property vested 50 percent or more 
of the stock of some 15 patent holding companies. Liquidation of some of these 
companies is being held up due to the filing of section 9 (a) suits or of title 
claims. 


Recommendations 


Patents in the public domain.—Transfer of jurisdiction and administration 
of these patents to the Government Patent Commission, Department of Com- 
merce, is recommended. Due to the short remaining life of the majority of 
these patents, it would appear that businessmen would have little interest in 
securing licenses for their use. The workload connected with the administration 
of these patents should not be material or of too long duration. 

Patents subject to royalty agreements.—It is recommended that jurisdiction 
and administration of these patents, as well as those in the public domain, 
should be placed with the Government Patent Commission. The policing of the 
agreements vested should also be handled by the Government Patent Commis- 
sion with provision for final or interim audits of these agreements to be made 
by Independent Public Accountants or the General Accounting Office, as the 
need arises. 

Patent holding companies.—It is recommended that, if an immediate sale of 
these companies is not possible, their administration should be turned over to 
the Government Patent Commission. It would appear that, due to the limited 
life of patents, the final liquidation of these companies can be accomplished in 
a relatively short period of time. Final or interim audits should be made by 
Independent Public Accountants or the General Accounting Office. 


COPYRIGHTS 


The Office of Alien Property vested approximately half a million copyrights 
and related rights in books, periodicals, motion pictures, musical compositions, 
plays, paintings, and other types of literary and artistic works. The Office then 
granted to American citizens licenses on a fee or royalty basis for the exploitation 
of a number of these copyrights, The Office also vested prewar contracts between 
aes copyright owners and American exploiters and collects royalties payable 
thereunder. 


Recommendations 


The heterogeneous nature of the copyrights vested, which have a limited life, 
suggest the feasibility of splitting them into groups, such as literary, scientific, 
motion pictures, etc., and that the administration of each group be transferred 
to the department or agency having cognizance of the activities in the field of 
which the group is part. Literary or musical compositions, as an example, 
could be turned over to the Library of Congress for administration. The audits 
required becaue of licensing agreements should be done by independent public 
accountants or the General Accounting Office. 
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TRADE-MARKS 


The Office of Alien Property has vested over 500 trade-marks together with a 
umber of contracts relating to trade-marks of enemy nationals. A trade-mark 
egistered with the United States Patent Office does not have a determinable 
fe, and therefore it is the product or business which it identifies that determines 
its value. 


Recommendations 
It is recommended that vested trade-marks, which at this time have no 
pparent value, be turned over to the National Archives for recording and safe- 
eeping. The trade-marks about which inquiries for use have been made should 
be turned over to the Commerce Department to complete negotiations with the 
im to sell the trade-mark rather than license it. The status of those trade 
ks, subject to license agreements, should be reviewed and every possible 
ffort made to sell outright to the licensees these trade-marks or the agreement 
should be renegotiated to provide the licensee with full ownership upon payment 
f a definite sum over a period of years or even after the lapse of a certain 
period of years. The actual administration of the existing or renegotiated trade- 
ark agreements should be by the Commerce Department. 


LIQUIDATION OF MISCELLANEOUS ASSETS 


The Office of Alien Property has vested a variety of miscellaneous assets, 
such as improved and unimproved real estate, miscellaneous securities, mort- 
sages, accounts receivable, and intangible assets, such as royalties, contracts, 

d claims. In what is known as all asset vesting, in the case of business 
enterprises, the Office of Alien Property has taken over a variety of assets, 
anging from cash to such items of dubious value as deferred charges and un- 
expired costs. A survey of the remaining miscellaneous assets should be made 
mmediately and those which are worthless be written off the account records 
ompletely in order that the program of liquidation be not clouded. Many of 
the miscellaneous assets remaining at this date are of little or no value. Some 
assets were vested simply because the owner was an alien, although the value 
f the asset was nil. 

Ordinarily a liquidator will realize on assets in the degree of their liquidity. 
The good securities are sold, the good accounts receivable are collected, the 
good inventory is realized, the good machinery is disposed of, and the market- 
able real estate is sold. There always remain the dregs, the bad inventory, 
the doubtful or uncollectible accounts, deferred charges to operations, and other 
forms of going concern assets. 


Recommendations 

With respect to worthless assets, careful consideration should be given to 
the annual reports of the independent public accountants, who have audited the 
Office of Alien Property. The independent public accountants in their reports 
have indicated from year to year the worthlessness of many assets and have 
recommended that they be charged off. A complete liquidation program, and 
the success of that program will depend upon a realistic approach to the re- 
evaluation of the remaining miscellaneous assets. 

Legislation may be necessary to expedite the sale of assets, and a review 
should be made of all general orders issued by the Cusodian with respect to 
sales procedures. 

VESTED ENTERPRISES 


The vesting of business enterprises falls in two classifications; First, the vest- 
nz of corporate shares of stock, or a partnership interest ; and second, the vesting 
of all assets of business enterprises. In the case of vested corporate stock, or a 
partnership interest, the creditors of the enterprise look to the corporation or 
partnership for payment. In the case of all asset vesting the Office of Alien 
Property does not recognize creditors when the assets are vested and the 
creditors must resort to the filing of debt claims against the vested assets. 

Business enterprises were further segregated between those that were to be 
continued in operation and eventually sold and those to be liquidated. Of the 
134 business enterprises vested by the Office of Alien Property, 327 companies 
were either in liquidation at the time of vesting, or were placed in liquidation 
because they were unable to operate profitably, or because their continued opera- 
tion would not serve the national interest. After liquidation of some of these 
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enterprises had been commenced, title claims or section 9 (a) suits were filed. 
A few of the enterprises where the Office of Alien Property vested a minority 
interest, notably the Silesian American Corp., are being liquidated by representa- 
tives of the majority stockholders. 

Of the 327 enterprises that were to be liquidated, there remains approximately 
100 business enterprises still in the process of liquidation. The Office of Alien 
Property has reduced most of the domestic assets to cash, but there remains 
complications in these enterprises for which the Office of Alien Property ap 
parently have no solution. Several factors complicate the disposition of these 
enterprises, such as 

(1) Corporations where the stock vested is less than 100 percent of the 
outstanding stock. 
(2) Insolvent enterprises. 
(3) Enterprises having one or more of the following: 
(a) foreign assets—enemy : 
(b) forign assets—nonenemy ; 
(c) foreign liabilities—nonenemy ; 
(d) foreign liabilities—enemy (in which case the Office of Alien 
Property has vested the interest of, the enemy national) ; and 
(e) domestic liabilities. 

In connection with the above factors, there is detailed hereafter an analysis 
of the enterprises in liquidation at June 30, 1951, including only those not fully 
liquidated at the time of this report. 


Lusi ails i . ali > 
Solvent at Insolvent 
| June 30, 1951 | June 30, 1951 


Enterprises vested Total 


Corporations: | 
100 percent interest vested 
Includes domestic assets and/or liabilities only _- 
Includes foreign assets and/or liabilities and domestic 
assets and/or liabilities 
Majority interest vested (50 percent or more): 
Includes domestic assets and/or liabilities only 
Includes foreign assets and/or liabilities and domestic 
assets and/or liabilities 
Minority interest vested (less than 50 percent): 
includes domestic assets and/or liabilities only 
Includes foreign assets and/or liabilities and domestic 
assets and/or liabilities 


Assets only 
100 percent interest vested 
Includes domestic assets and/or liabilities only 
Inciudes foreign assets and/or liabilities and domestic 
assets and/or liabilities 
Majority interest vested (50 percent or more): Includes 
foreign assets and/or liabilities and domestic assets and 
or liabilities 





Recommendations 

All domestic assets that have not been realized and have value should be 
immediately reduced to cash so that there will be only foreign assets remaining. 

All foreign assets of value, whether in these enterprises in liquidation or now 
in the name of the Attorney General, located in enemy or nonenemy countries, 
should be transferred to a liquidating unit of the Department of Justice. In 
this liquidating unit records must be maintained showing all the details of the 
individual assets available to pay creditors’ claims. Arrangements should be 
made with the State Department to establish a program of rapid liquidation and 
realization of the foreign assets in enemy and nonenemy countries, and the 
machinery for the settling of claims of nonenemy nationals against the proceeds 
in liquidation of these enterprises. The success of the liquidation of these 
business enterprises depends entirely upon the realization of these foreign assets. 

In the case of corporate entities, legislation, if required, should be enacted 
to transfer all domestic and all foreign nonenemy creditors’ claims to a claim 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 45] 


against the proceeds from the realization of the assets in the corporation. 
Every effort should be made to reach an agreement with the stockholders of 
those corporations where the Attorney General has not vested a 100 percent 
interest whereby they will convert their interests into claims which would 
take a secondary position to the creditors’ claims. These secondary claims 
would share pro rata with the Attorney General in the residue, if any. 


TRANSFERS IN KIND 


Many of the various types of assets vested by the Office of Alien Property, 
such as annuities, interest in estates and trusts, royalty agreements and insur- 
ance contracts, have potential value but which cannot be liquidated or sold 
immediately except at considerable loss. 

Recommendations 


it is recommended that, where possible, all such continuing assets that are 
free from claims or possibility of claims or litigation be transferred to the War 
Claims Commission directly as payments in kind. 


CONSOLIDATION OF OFFICES 


The main office of the Office of Alien Property is in Washington, D. C. There 
re overseas branches maintained in Munich, Germany: Tokyo, Japan: and 
Manila, Philippine Islands. There are domestic branch offices in New York, 
San Francisco, and Honolulu. 


Overseas Branches—Tokvo and Munich 

It is understood that the work of the Tokyo and Munich branches was origi- 
nally carried on by military government or State Department staffs in those 
areas. Their purpose was to investigate the status of claimants residing in 
these areas, to trace down insofar as possible the vested assets in their areas, 
and also to investigate the condition and status of foreign creditors and debtors 
of United States corporations or United States branches of foreign entities 
vested by the Office of Alien Property. 


Recommendations 


These offices should be closed and, because of the nature of their activities, 
it is recommended that, until the liquidation program is completed, liaison rela- 
tions be set up with the Department of State to perform any services required 
in these areas. 


Overseas branch, Manila 


It is understood that the primary function of the Manila office is to act asa 
liaison between the Philippine Government and the United States Government 
in the liquidation of vested enemy properties in that area. The Office of Alien 
Property estimates that 1954 will see the conclusion of these activities. 
Recommendations 

This office should be closed at once and the remaining functions of this office, 
because of its indicated short life and relationship with the Philippine Govern- 
ment, should be transferred to the United States Embassy and Consular Service 
in the Philippines. 


United States branches 


At the peak of the vesting program the Office of Alien Property had nine 
domestic branch offices. At the present time there are branch offices in Honolulu, 
San Francisco, and New York. The major function of these field offices, insofar 
as management and liquidation is concerned, is to supervise and care for the 
vested assets located within their jurisdiction. These field offices participated 
in the liquidation program, but at the present time liquidation is practically at 
a standstill. In addition, the field offices participate in the processing of claims to 
the extent field verification is necessary. In some cases where it is required, 
members of the field office staff participate in litigation in their respective areas. 

In a large measure the liquidation of all assets vested in which the staff mem- 
bers of these field offices would be called upon to participate has been completed. 
There appears to be little justification for the maintenance of these field offices. 


Recommendations 


It is recommended that these offices be closed and all functional activities be 
transferred to the Washington office. Any remaining activities in these areas, 
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requiring field representation, should be performed by the local offices of the 
Department of Justice. 


ACCOUNTING 





The accounting functions cf the Office of Alien Property, except payroll and 
administrative expense accounting, are performed at the branch office in New 
York. All payroll and administrative accounting for the Office is performed by 
the Administrative Division of the Department of Justice in Washington, D. C. 
There is a backlog of accounting work to be performed in connection with the 
closing of vested alien accounts. This work should be completed at the earliest 
possible moment. From a practical point of view, it would be much better to 
complete this work in New York. 


Recommendations 



































It is strongly recommended that every effort be made to place all of the account- 
ing on a current basis, and all accounts in which transactions have been completed 
should be closed and transferred to the inactive files. Temporary personnel 
should be employed if necessary to accomplish this. When this work is com- 
pleted all phases of the accounting should be transferred to the Administrative 
Division of the Department of Justice in Washington, D. C. 


ACCOUNTABILITY 


The Office of Alien Property maintains on its books an account in the name of 
each national whose property has been vested. At June 30, 1952, approximately 
45,000 individual alien accounts were maintained. All of the vested property 
formerly owned by a national is carried in an account bearing his name, and all 
transactions with respect to the property are there recorded. The maintenance 
of books on vested property in this manner makes it possible to identify all items 
of vested property as to their former ownership. To the extent that vested 
property will be returned to its former owners, this system is essential. To the 
extent that property will not be returned, a system of accounts of individual 
nationals is equally necessary for purposes of paying creditor’s claims against 
the former owners of vested assets, and as a permanent government record of 
the source of all property vested as well as of the transactions that have taken 
place with respect to it. 

The accounting records are under the supervision of a Comptroller, who is 
responsible for their maintenance as well as the auditing functions pertaining 
to vested properties, and properties turned over to the Office of Alien Property 
for custody and safekeeping, the handling of tax matters relating to vested 
properties, the maintenance of files and business machine records pertaining to 
approximately 44,000 patents, the depositing for collection with the Treasury 
of the United States currency, checks and drafts paid to or received by the Office 
of Alien Property, the transfer of the proceeds to the Treasurer of the United 
States for the account of the Attorney General, and the payment by check of all 
administrative expenses and claims against the Office of Alien Property. 

The Comptroller’s branch also maintains individual accounts for all claims 
filed with the Office. Accounts are also maintained in which are recorded all title 
and debt claims filed against specific vested properties. Approximately 76,000 
claim accounts were maintained at June 30, 1952. It was estimated that 2,5 
additional claim accounts will be established in 1953 fiscal year, and 1,500 in 
the 1954 fiscal year. Over 60,500 accounts have been established in which are 
recorded all properties in the United States, acquired through the issuance of 
some 20,000 vesting orders. In addition, approximately 19,000 memoranda 
accounts relating to the recovery of conservatory and administrative expenses 
are maintained. 













Recommendations 


It is highly desirable that the system of accounting for alien property claims 
and the status of national’s accounts be continued. As previously stated, it is 
recommended that the accounting for alien property be placed in the Admin- 
istrative Division of the Department of Justice. The system of accounting, as 
now in use, must be maintained until complete liquidation of the Office of Alien 
Property has taken place. Only in this way will an historical record be accom- 
plished. There is a considerable amount of property remaining in the Office of 
Alien Property on a safekeeping basis which will ultimately be returned to its 
former owners, such as property belonging to French nationals, Italian nationals, 
and so forth. Complete records must be maintained for these accounts in order 
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to make a complete accounting at the date of return of the property. Claims 
will be settled on a pro rata basis, majority and major stockholders of vested 
enterprises who have equities in the properties will require an accountability 
as to the disposition of the property and the disposition of the proceeds. 

An accelerated liquidation program will impose, temporarily, a much heavier 
workload on the Accounting Office. However, as the liquidation activity recedes 
and the claims’ program reaches normal proportions, drastic reductions can be 
made in the accounting personnel doing this work. 

In recommending the transfer of certain functions of the Office of Alien Prop- 
erty to other divisions of the Department of Justice and other departments of 
the Government, it must be understood that a careful plan of accountability must 
be worked out in order that the complete accounting for the overall program 
is not disturbed. This will require a system of interlocking accounts which 
can be designed to fit the needs of the various phases of the program transferred 
so that complete accountability can be maintained. This system can be developed 
either by the General Accounting Oftice, independent public accountants, or by 
the committee. The installation of such a system can be done progressively as 
the functions are transferred from this Office. 

The recommendations contained in this section pertaining to the accounting 
records and the accountability of the functions transferred are highly important. 
In the future, when there is a complete liquidation of alien property, it will be 
necessary to have a complete and accurate accounting of all of the transactions 
involved. It is further recommended that the General Accounting Office under- 
take the annual audit of these activities. This audit should be similar in scope 
to the audits made in the past by independent public accountants. 


FUTURE ADMINISTRATIVE COSTS 


The Trading With the Enemy Act should be amended, where necessary, in 
order that, after the period of accelerated liquidation has been completed, all 
administrative costs necessary to process the remaining activities be provided 
from general Treasury funds. In order to offset this provision, an amount should 
be set aside out of the proceeds of vested property, carried in the Attorney 
General’s account, estimated to completely cover the cost of future activities. 
This amount could be covered into the general Treasury funds on a pro rata 
basis, annually, over the estimated period required to completely wind up the 
affairs of the now existing Office of Alien Property. 

A part of this segregated fund to reimburse the general Treasury for the 
additional administrative expense may consist of receipts or earnings from 
activities, which cannot be immediately liquidated. These receipts would include 
the proceeds from the sale of patent catalogs, and license fees received for the 
use of patents and copyrights. The amount is rather small but it does represent 
true income that can be used to defray administrative costs. 


ADDENDUM 


This report has been confined to liquidation recommendations and is necessarily 
general in nature. Information pertaining to certain operations of the Office of 
Alien Property affected by these recommendations is contained in some detail in 
the interim report of the subcommittee and the confidential reports of the staff. 


CONCLUSION 


The foregoing recommendations provide for complete and immediate disinte- 
gration of the now existing Office of Alien Property. There remains the problem 
of alien property confiscation in the event of future wars or hostilities. A 
careful study of the entire alien property program over the past 10 years 
should be made, and based on this review legislation which will avoid the errors 
and pitfalls of the present act should be enacted in order to have an efficient and 
workable program available in case it is necessary at some future time to again 
take over alien or enemy owned property in the United States. It is highly 
desirable that this study be made in order that the blueprint for future operations 
of a seizure program be completely worked out and placed on the shelf for 
ready use. 


Senator Dmxsen. Your notion about those administrative costs is 
to reduce this operation to a minimum and then put them on an 
appropriation account basis? 
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Mr. Barn. Yes, from this standpoint, Senator: that at the time the 
accounting for the administrative costs and the payroll operations are 
handled by the Administrative Division of the Department of Justice. 
The Office of Alien Property transfers annually a round sum of $100,- 
000 out of its budget which comes out of Alien Property funds to the 
Department of Justice to defray the costs of that operation. 

The Department of Justice, as far as I know and as far as I can 
determine, has no cost records set up that they can determine the actual 
cost of handling the affairs they do handle from an administrative 
standpoint of the Office of Alien Property. 

They just do not have the records that would tell you how much 
it cost them to get out the payroll, or how much it costs to process a 
voucher that goes through, and so you will find that if you transferred 
these activities to other departments or other branches of the Govern- 
ment, you would have that same problem, of either having a cost 
system installed in there to determine to the nickel the cost of these 
activities and these added functions, or else you are going to have to 
just take care of it and annually pro rate the funds of the Office of 
Alien Property in an amount estimated to cover the additional costs. 

In other words, take it all out of the General Treasury funds as the 
departments require it to take over these added duties and then reim- 
burse the General Treasury funds with segregated Alien Property 

funds on a pro rata basis annually. 

The thing will just about wash itself out I am sure. 

There have been estimates made by the oftice as to how much it is 
going to cost to wind up the affairs of this Office over the next 15 or 20 
years, or whatever it is going to take. 

Another survey in a hetter light might be made of the actual cost. 

The General Accounting Office could be ver y helpful in such a sur- 
vey as that in determining approximately how much it is going to 
cost these various departments to process the plan and that much could 
be set aside out of the Attorney General’s funds. 

Senator Dimxksen. In that connection, Mr. Schlezinger, I notice an 
item, and I assume it is right if my memory is correct, relative to the 
amount that the budget would allow for the conduct of the Alien 
Property Office. For the next fiscal year ending June 30, 1954, I 
think your request is for $3,900,000. Is that right? 

Mr. Scuteztncer. That is the request as submitted by President 
Truman at the opening session. 

It is my understanding, and I don’t know whether this is accurate, 
or not—you probably know more about it than I—that the Bureau of 
the Budget may be submitting their requests for all Government agen- 
cies and what that new request might be for the Office, we do not know. 

Senator Smrru. What did President Truman recommend ? 

Mr. Scutezrncer. $3,900,000 for the 1954 fiscal year. 

Senator Smrru. That ought to be sufficient to satisfy Senator Dirk- 
sen, I know. 

Senator Dirxsen. I notice that was $100,000 more than in the cur- 
rent year. 

Mr. Scuiezincer. That was $100,000 more than the current year. 
That is right. 

Mr. Barp. May I explain that? 

Senator Dirksen. Yes. 
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Mr. Barp. In the project justification for the fiscal year 1953, the 
Office of Alien Property asked for $3,900,000 for the fiscal year. The 
final authorization that was gr anted was $3,800,000. 

At the time that I wrote that section in that interim report, I was 
not aware of the fact that the appropriation was only for $5,800,000. 

The request was for $3,900,000, but they got $3,800, 000, as I said. 

In their appropriation request for fiscal year 1954, they requested 

$3,900,000, or an increase of $100,000 over that that was actually 
aut horized for 1953. 

Senator Dirksen. My reason, and this may be of assistance to you, 
for referring to the item now is if what is in my mind is correct, your 
request for administrative purposes now as the number of properties 
diminish, as the amount of work diminishes and as the personnel 
diminishes, it is almost as high as it was a number of years back. 
Is that right, or wrong? 

Mr. Scutezrncer. Mr. Chairman, first I will explain the $100,000 
differential from 1953. What the Office will get, we don’t know at this 
time. 

The request for the $100,000 additional is requested entirely for 
the claims program. The request is for claims activities solely. It is 
to put additional personel on in an attempt to expedite and cut down 
the eventual period it will take to liquidate the claims program. 

The budget in dollars at the present time does not run, I believe, 
very much less than the budget, say, of 8 or 9 years ago. I think the 
personnel is probably only half the amount of 8 or 9 years ago. 

In other words, the costs of government have gone up during those 
years. ‘There have been sever: ‘al general salary increases, salary in 
crease bills affecting the classification act, and other factors that 
greatly increased the costs of operation. 

I think the interim report shows how the personnel of the Office of 
Alien Property has declined annually from its height back in the 
closing days of the war. 

Senator Dirksen. You have how many now? 

Mr. ScHLEzInG@ =. I believe we have about 550 at the present time. 
It may only be 5382, as a matter of fact. That was a month ago. 

Senator Dirksen. One of the things that might be a little confusing 
is in the interim report you carry it as total number of employees 
which may not necessarily be man-years. You may have had that 
many on the roll, but it would be more accurate and understandable 
if it were expressed in terms of man-years. 

Mr. ScHiezincer. May I say that was the subcommittee’s interim 
report. We did not carry it in that fashion. 

In looking at the interim report we have not understood that 
figure. 

Senator Dirksen. The last figure for 1952 shows 850. That could be 
man-years or it could be employees, although they say employees. 

So it is hard to tell what comparison one can make between the 
figure of 550 for the current year and what is contained in the report. 

In any event, Mr. Schlezinger, your 1952 authorization, including 
supplementals, was $3,840,000. 

Then in 1953 your authorization was roughly about the same, 
$3,900,000. 

Mr. Scutezincer. 1953 has a ceiling of $3,800,000. 
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Senator Dirksen. I see that your administrative service cost is 
about the same for 1954 as for 1953. That is a justification on the 
1954 budget ? 

Mr. Baron. Yes, sir. 

Senator Drr«sen. Your executive direction is the same. Your 
litigation fee is the same. There is $100,000 as an increase in the 
adjudication of claims; and management and liquidation is the same. 

Now, the workload, it seems to me, has been going down and the 
number of employees for man-years has diminished somewhat. 

Mr. Scutezincer. The number of employees has gone down dras- 
tically. In 1944 as of June 30 there were 897 persons on the payroll. 

It has gone down steadily ever since, to 524 as of June 30, 1952. 

Senator Drrxsen. Then I think you will have a hard time justify- 
ing this administrative budget to the Senate Appropriations Com- 
mittee. 

Mr. Scuieztncer. The request for the $100,000 additional, Senator, 
has been entirely for claims activities. The request has been made 
in order to enable more attorneys to work on claims in the hopes of 
getting out more claims. 

Senator Dirksen. Why shouldn’t there have been a very substantial 
decrease in allocations ‘to management and liquidation, executive 
direction, and administrative services ? 

I say nothing about litigation because I know that is one of those 
continuing businesses, and I recognize Mr. Creighton’s division carries 
a very considerable load. 

There should be offsetting savings it would seem to me in these 
other lines of endeavor. 

Mr. Scutezincer. Between the 2 fiscal years? 

Senator Dirksen. Yes. 

Mr. Scuezincer. I do not have any budget justification with me 
and it is rather difficult for me to discuss it for that reason. 

We estimate that the management and liquidation function will take 
the same amount of money because, first, insofar as the major enter- 
prises are concerned, they are all tied up in section 9 (a) suits and we 
have to continue to manage them. 

Secondly, insofar as we can dispose of property—the management 
and liquidation people also engage in liquidation activities. We hope 
to step up our rate of liquidation. 

In order to do that, we want to see if we cannot liquidate most of 
these cases and get rid of more property during the coming fiscal year. 

Senator Dirksen. You have had those in your shop for a good 
many years and meanwhile you have been buttoning up a good many 
loose ends. 

Mr. Scuiezinorr. That is right, but the number of personnel has 
been going down steadily. I believe Mr. Lichlyter testified here the 
other day that at one time the Division of Patent Administration 
had 130 people in it and it had 32 as of the other day. 

In other words, actual persons engaged in management and liquida- 
tion functions ng 7 decreasing steadily over ‘the years. 

Senator Smiru. This $100,000 you are asking for is with the hope 
you can put on sfliaiant additional help to enable you to liquidate 
these claims at a much faster rate than has heretofore been done? 

Mr. Scuuezincer. That is right. 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 457 


Senator SmirH. I suppose that is one of the natural consequences 
of the interest the Senate has shown in this activity. 

Mr. Scuuezrneer. I think that is right. 

I think there is no question about the fact that insofar as our title 
claim program is concerned, the question of the speed at which the 
administrative title claims are liquidated runs very close to the ques- 
tion of the number of personnel you have assigned to it, because any 
one lawyer can handle only so many title claims during specific years. 

Senator Dirksen. I mentioned a moment ago that I understand 
that perfectly well, and I understand also the reason perhaps for 

carrying over the same amount for your litigation section for 1954 
as for 1953. 

But your general administrative has not decreased either, because 
it carries the same amount, if my estimate of those figures is correct. 

It seems to me the offsetting savings certainly could have been 
made in general administrative. 

Yes, administrative services, $370,051 for 1953, and the same 
amount for 1954. 

Mr. Scutezincrr. That is the housekeeping function. 

In other words, the budget is requesting approximately the same 
number of persons or a slight i increase in claims, so that presumably 
administrative services doing housekeeping, the transcripts, the court 
reporting, the transportation, et cetera, will depend upon the number 
of personnel altogether. 

The administrative housekeeping expense would be in proportion 
to the remainder of the budget. 

With respect to the management and liquidation function which 
is a different matter, the office has requested the House Appropria- 
tions Committee for the same amount of money as for the present 
fiscal year. 

The reason is that basically, with respect to management of going 
enterprises, the major enterprises and most of the enterprises are tied 
up in litigation that must continue to be managed. 

With respect to those we can liquidate, if the litig gation permits us 
to, and with respect to closing out these liquidation cases, we would 
like to put the personnel that we have available in the management 
and liquidation section to work in closing out these accounts. 

Senator Sarr. To use that force which has at least some knowl- 
edge of what is going on over there would mean using that in a dif- 
ferent way, but with the result of accelerated liquidation. 

Mr. Scuuezrncer. That is what we would hope. Management and 
liquidation figures were referred to in the interim report and referred 
to again this morning by Mr. Bard, erroneously as I pointed out the 
other day, as the appropriation for the Management and Liquidation 
Branch—it is not that. It is the appropriation for a management 
and liquidation activity that covers all of the activities of the Man- 
agement and Liquidation Branch, practically all of the activities of 
the Comptroller’s Branch, most of the activities of the Intercustodial 
and Property Branch, and certain other activities in the Office. 

The budget is divided on a functional or activity basis and not 
upon a branch basis. 

Of course, for instance, the personnel of the Comptroller’s Branch 
under Mr. Downey’ s direction is to be maintained and they are to 
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try to get our accounts on a current basis and help liquidate and get 
rid of the property sooner. 

If that personnel had to be cut, it obviously would delay things 
rather than expedite. 

Senator Dirksen. Mr. Downey, you mentioned a bit ago you had in 
the mill a proposal for transferring the comptroller’s functions to 
Washington. That was in connection with Mr. Lamude’s testimony 
as to the desir ability of keeping 6 or 7 very skilled people in New 
York. That will reduce your personnel how much? 

Mr. Downry. None, sir; not one. 

Senator Dmxsen. In other words, it will remain just as is? 

Mr. Downey. Yes, sir. 

Senator Smrrxu. I am not too concerned about the extra $100,000 
if that appropriation would actually accelerate the administration 
and liquidation because that is what we want. 

I was not here this afternoon when the statement was made, because 
I was on another hearing. I do not know whether Mr. Bard touched 
on the question of the necessary expense to liquidate this agency the 
way he set forth as compared to what it is costing now. I do not 
recall in this statement that you made any estimates of how much 
money it would cost for the Attorney General to handle some of the 
functions you mentioned, for the State Department to handle others, 
and for somebody else to handle still others. 

It would manifestly bring on some expense, would it not? 

Mr. Barn. I presume it would. 

Senator Smriru. You could not do it with the present force. If 
you could, it would be rather mysterious because it has been costing 
money up to now. 

Did you make any study as to how much additional appropriation 
had been made if they do what they say they will here? 

Mr. Barn. No. 

Senator Suiru. Would that not be the subject for study ? 

Mr. Baro. It certainly would be necesssary. 

Senator Smirn. If you are going to advise the committee, we 
do not want to say that these people have been doing the job very 
badly and then say that we are going to shift it to another agency 
without having assurance that they are going to do it better and with 
less cost. 

Will you give us figures? 

Mr. Barp. I do not have them. 

Senator Smrru. It seems to me that is pertinent. 

Senator Dirksen. It would certainly be pertinent except it would 
occur to me probably the only conclusive result. you could. get: would 
be to first ask the agency which would be the transferee of a. . function: 
You make it plain. what is involved. Then they will express it in 
terms of communication, man-years, travel, everything. else. 

Then they will give youa figure. That is the one that usually comes 
to the Appropriations C ommittee. 

Normally they are the only ones who would do it. 

Senator Smrrn. They would have to find out from these gentlemen 
how much time it would take to do it. Ave we not: going around jin 
a circle? 

Senator Dirksen. They could only know if we transferred some 
particular function to them and set up a job sheet on it. 
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Then they could probably express it. 

Senator Smrru. I just had a chance to read this statement rather 
hurriedly. ‘The figures in here have been checked with the gentlemen 
here, I presume?’ When was this statement completed ? 

Mr. Barn. Just a day or two ago. 

Senator Smrru. Wasa copy furnished to these gentlemen for their 
comments or suggestions as to the fact and figures ¢ 

Mr. Barp. No. 

Senator Smrru. Did you gentlemen see this? 

Mr. Scuiezincer. No, sir. 

Senator Dirksen. I suggested to Mr. Schlezinger they could pre- 
pare comment on any place where they thought there was an error 

ere, and Mr. Bard did say in some cases at least current figures were 
not exactly available. 

I think Mr. Lamude probably found some factual items with which 
he was not in agreement and he is perfectly free also to furnish some 
supplementary comment so that an accurate record is made. 

Senator Smiru. If it is going to be put in this form, I would like to 
have a copy of it before me in studying this. 

Mr. Barn. It was just completed yesterday when I sent the copies 
over. 

Senator Smirn. You have not any pride in authorship if it turns 
out that some of these figures are not correct. 

Senator Dirksen. Mr. Doyle, have you any comments you want 
to make to the committee ? 

Mr. Doyir. No,sir. I think Mr. Bard has covered everything. 

Senator Dirksen. Are there any other questions? 

Senator Smiru. Mr. Bard, you mentioned here about full disin- 
tegration. Did you make any estimate as to what would be total 
cost of such a full disintegration? TI guess I asked that in another 
form now, but was any estimate made by you? 

Mr. Barp. I think a study should be made of that which would be 
part of a liquidated committee’s functions in studying the overall 
picture, the evaluation of the remaining assets, the study of the various 
functions in these different branches and departments, for the purpose 
of going into the details of liquidation and transfer. 

From the amount of time we have had to study it, it had to be 
necessarily a broad statement. To go into the Patent Office of the 
Office of Alien Property and study the functions in there, the ways 
and means of transferring, the interlocking with another department, 
and the cost of transferring them from Alien Property to another 
department, the cost of operations and processing in the final liquida- 
tion would all have to be the source of part of the overall study to be 
made. 

Senator Smirn. I think it should be an overall study. 

What has bothered me a bit is we seem to be going far afield from 
the authority given us in the resolution. 

You are familiar with the resolution ? 

Mr. Barn. Yes, sir. 

Senator Smiru. There is nothing said in there about us setting up 
any liquidation scheme at all. We are to make an inv estigation of 
the history of what has taken place from December 18, 1941, to date. 
It lists the procedures in the bill. 
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I do not want us to lose sight of the main objective of this 
investigation. 

Mr. Narn. May I interpose there and call your attention to section 
2 of the original resolution 245 which says the committee shall report 
its findings, together with such recommendations as it may deem ad- 
visable to the Senate at the earliest practical date. 

Senator Smirn. That is right, but that had relationship to the seven 
items which the committee is to do which are: 

To determine whether or not efficient procedures had been used for 
the prompt and equitable adjudication of claims. 

When you get down to section 2—we have not touched the findings 
up to now except this interim report. 

I am wondering how much further we ought to go before we at- 
tempt to establish the questions involved in here. They are all inter- 
related. I realize that. 

I was afraid we were getting the cart before the horse to some ex- 
tent in going to this question of a definite plan of liquidation of these 
assets before the report of findings. 

Senator Dirxsen. I might say, not knowing what kind of a report 
Mr. Bard was going to make because he worked with the predecessor 
committee from July until January, in our discussions I tried con- 
stantly to keep in mind the major purposes of the resolution. I think 
in a general way much of the material here is within the limitations 
of paragraphs 4 and 5, if the liquidation of vested property has been 
carried on in a properly, prompt, equitable, and competitive manner 
and every reasonable and proper effort has been made to maximize 
the funds to be made available to the war claims fund for payment 
of claims of former civilian internees and prisoners of war, as well as 
other categories of claimants. 

I realize when you make a proposal for the disintegration of the 
committee that may seem to go a little far afield, but then I see running 
through your statements what seems to be a basic objective, at least, 
cutting down expenditures, expediting as quickly as possible, real- 
ization of assets to the full which of course, would maximize the 
amount that goes into the war claims fund. 

Senator Smirn. There is nothing of that sort authorized by this 
resolution. 

When you go back and read it, it says the committee is authorized 
and directed to make a full and complete examination and review 
of the administration of the Trading With the Enemy Act during the 
period from December 18, 1941, to the present, for the purpose of 
determining whether or not during such period (1) efficiency pro- 
cedures have been used for the prompt and equitable adjudication of 
claims under such act, and these other things have been done. 

The date of this act was January 28, 1952, when it was passed. 

We are projecting ourselves into the future, which I think we will 
wish to do after we have made a final report on the history of our 
investigation. 

I imagine the Senate would want that to be done. 

What occurred to me was before we finish this first job we branched 
out into what should be done in the future, which is not our job. 

Items (4) and (5) have to be read: Whether or not during such 
period the liquidation of vested property has been carried out in a 
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properly, prompt, equitable and competitive manner and (5) every 
reasonable and proper effort has been made to maximize the funds 
to be made available to the war claims fund for payment of claims of 
former civilian internees and prisoners of war, as well as other cate- 
gories of claimants. 

(6) Proper consideration has been given in such ed ministration to 
the promotion of healthy competition in American industry, and 
the resolution then goes on. 

It is all dated back to the period between December 18 and January 
28, whether or not these things have been done. 

It seems to me we have got to find in our report they have been done 
that way or not. That, I think, while this does not call for recom- 
mendations of future activities, that is something that doubtless the 
Senate would authorize this committee to do upon its report. 

I was concerned with whether or not we were getting a little too far 
in trying to make a specific plan before a report is made on whether or 
not these things were done. 

Senator Dirksen. I think we will probably have the same problem 
in connection with the testimony of the last director of the Alien 
Property Office. It is sort of a question of getting him when you can. 

I know of nobody better than he to make recommendations based 
upon his experience which, of course, should be in conformity with 
the provisions of the resolution under which we operate. 

But at least they will be before the committee, whether they come 
first or last. 

I think we are grateful to you for the amount of time and energy 
that you have devoted to this matter and for the summary of recom- 
mendations and data that you have supplied. 

For that the committee thanks you. 

If there is nothing more, we will recess until 10 o’clock tomorrow in 
room 457. 

(Thereupon, at 4:20 p. m., the committee recessed, to reconvene 
at 10 a. m., Thursday, March 12, 1953.) 
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Unrrep States SENATE, 
SUBCOMMITTEE OF THE TRADING Wiru THE Enemy Act 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 457, 
Senate Office Building, Senator Everett M. Dirksen (chairman of the 
subcommittee) presiding. 

Present: Senators Dirksen, Smith, and Hennings. 

Present also: Edward A. Hayes, chief counsel to the subcommittee ; 
John W. Nairn, counsel to the subcommittee; and William A. Kolar 
and Robert H. Hagan, investigators. 

Senator Dirksen. The committee will resume. 

We have this morning Mr. Rowland F. Kirks, former Director of the 
Office of Alien Property. I do not think it will be necessary to swear 
Mr. Kirks. 

Senator Smrrn. The only difference is that if somebody should say 
we have sworn everybody else, it might be embarrassing to Mr. Kirks. 

Senator Dirksen. Do you swear the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Krrgs. I do. 


TESTIMONY OF DR. ROWLAND F. KIRKS, PRESIDENT OF NATIONAL 
UNIVERSITY AND FORMER DIRECTOR OF THE OFFICE OF ALIEN 
PROPERTY 


Senator Dirksen. Dr. Kirks, you were at one time Director of the 
Office of Alien Property ? 

Mr. Krir«s. Yes, sir. 

Senator Dirksen. You now no longer hold that position ? 

Mr. Krrxs. I do not, sir. 

Senator Dirksen. When did your tenure come to an end? 

Mr. Krirxs. February 11, 1953. 

Senator Dirksen. That was by your own volition? 

Mr. Kirks. I resigned, effective that date. 

Senator Dirksen. Prior to coming to the Office of Alien Property, 
what was your business or occupation ? 

Mr. Krrxs. Dean of the School of Law of National University, situ- 
ated in Washington, D. C. 
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Senator Dirksen. Have you ever been identified with government in 
a civilian capacity ? 

Mr. Kirxs. No, sir, only as an officer in the Army during the last 
war. 

Senator Dirksen. This was your first and only governmental 
position ¢ 

Mr. Kirks. That is correct. 

Senator Dirksen. What are you doing at the present time? 

Mr. Kirxs. President of the National University. 

Senator Dirksen. How did you come into Government as Director 
of Alien Property ? 

Mr. Kirxs. The former Attorney General McGranery discussed the 
matter with me, requested that I join his staff, and I did so at his 
request. 

Senator Dirksen. That was when, and how long did you serve as 
Director ? 

Mr. Krrxs. I entered the Department of Justice on June 14, 1952, 
and served from June 14, 1952, to February 11, 1953. 

Senator Dirksen. So roughly you served 7 months or thereabouts? 

Mr. Kirxs. Yes. 

Senator Dirksen. In general, what were your duties and your re- 
sponsibilities and what was your authority as Director of the Office? 

Mr. Krrs. I was an Assistant Attorney General and as such was 
a member of the immediate staff of the Attorney General and also 
Director of the Office of Alien Property. It was my primary re- 
sponsibility to administer the Office of Alien Property in keeping 
with the Trading With the Enemy Act and other Department regula- 
tions and executive orders that existed. So I considered myself the 
chief assistant of the Attorney General in this particular field, sir. 

Senator Dirksen. Who was your predecessor in office? 

Mr. Krrx«s. Harold I. Baynton. 

Senator Dimxsen. Was he still in office when you came on or had 
he already resigned ? 

Mr. Kirks. I was appointed, effective June 14. I did not officially 
take over the Office until July 1. Mr. Baynton still was in the Office. 
My initial appointment was as a special assistant to the Attorney 
General, and I remained in the main Justice Department Building 
during that approximate 2-week period before coming over to +he 
Office of Alien Property. 

Senator Dirksen. Now, I suppose in general you are familiar 
with the fact that in the 82d Congress there was a Senate Resolution 
245 introduced by Senator Wiley, of Wisconsin, that created a sub- 
committee of the Judiciary Committee and gave it authority to make 
an investigation and a review of the administration of the activirinc 
under the Trading With the Enemy Act. 

Mr. Kirxs. I am aware of that, sir. 

Senator Dmxsen. I do like, insofar as possible, to stay pretty well 
in line with the purposes of the resolution. I thought we would start 
with No. 1, which provides among other things for an investigation 
to determine whether or not there has for a definite period, as recited 
in the resolution, been efficient procedures that have been used for the 
prompt and equitable adjudication of claims under the Trading With 
the Enemy Act. 
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Ilave you some comment to make upon that particular item upon 
the basis of your experience as Director of the Office ? 

Mr. Kirks. The magnitude of the Office was such 

Senator Dirksen. Understand, there will be plenty of latitude 
within which to respond. 

Mr. Kirxs. That it took some time to become integrated into the 
picture and into what actually was the practice in the Office. But 
soon there were certain changes that I felt could have been accom- 
plished that would make a more eflicient organization, and some of 
those were accomplished while I was in office. I believe that there is 
ground at the present time for making other internal changes that 
might expedite the processing of the work. 

Senator Dirksen. You see, this item goes to the question of prompt- 
ness in dealing with claims. 

Mr. Kinks. Yes. I think that basically the difficulty in processing 
claims quickly is the large number of claims and the pausity of per- 
sonnel to handle them. When you have a caseload assigned to an 
attorney in excess of a hundred cases, it is impractical for that man to 
give the attention to each case as expeditiously as a man would in a 
law office. You would not have normally any attorney in a law office 
being assigned 100 cases to be currently processed. It is just physi- 
cally impossible, which means when he is working on 1 case the other 
99 are waiting until he can get to them. So the lack of personnel was 
a major contributing factor being unable to turn out the work more 
quickly. 

As a result of that, in the recommendations that I submitted to you 
by letter I indicated that an increase in personnel would relieve to 
some extent the expeditious handling of cases and I think it is a sort 
of mathematical progression, the more hands you have, the quicker the 
work can be done up to a point of diminishing returns, which cer- 
tainly has not been reached yet, sir. 

Senator Dirksen. Certainly, this activity cannot be brought to an 
end until there has been a disposition of claims. I think everybody 
recognizes that. 

Mr. Kirxs. Yes. 

Senator Dirksen. When you see a grand total of claims that reaches 
a rather staggering figure and you just look at it in that light, it 
might appear that we will be in this business for a long time to come. 
Certainly, you cannot foreclose the right of a claimant and do it 
arbitrarily. I think that would be alien to every principle of juris- 
prudence that we recognize in this country. Yet, the mind toys around 
with the idea of finding some more expeditious method of dealing 
with claims if it can be done, whether it can be done in a summary 
fashion, whether there is a cutoff level where you can say everything 
below that will not justify an outlay of time and money, and, con- 
sequently maybe on verification or affidavit something can be done 
about reducing that whole number without doing injustice to the 
nature or the rights of the claimant and yet doing justice to an ex- 
peditious liquidation of claims that are filed. 

Mr. Krrss. I have been troubled by the—I was, may I put it, sir— 
it is now of academic interest to me since it is not now my respon- 
sibility—I was troubled with the underlying theory of the Trading 
With the Enemy Act. I think we are confronted with balancing cer- 
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tain considerations. Whether or not this whole act and all that stems 
from it is designed as a punitive measure with respect to those whom 
we deem to be our enemies or whether or not it is primarily a safe- 
guard measure to deprive enemies during a time of war of being able 
to inflict harm upon us or probably yet a third phase of whether or 
not this was purely a cealieaataane statute designed to increase the 
coffers of the United States Treasury. Those are not necessarily com- 
patible objectives. 

So I think in trying to find a solution to the problem there, thought 
has to be given as to what is the objective of the act and what are 
we trying to accomplish under it, because if it is purely to con- 
fiseate property, then it can be done in a summary fashion without 
according certain classes of claimants what we refer to as due process. 

t that is not the underlying thesis of the act, but rather that it is 
a safeguard measure to prevent our enemies from doing us harm in 
time of war, then I think that you have to give a slightly different em- 
phasis as to how now you are going to resolve the problem. 

Senator Smiru. Mr. Kirks, right there may I interject. I think 
you have hit on the philosophy of this whole type of legislation and 
that you have drawn now a distinction between the theory of the old 
World War I act and the new act. That is what you are doing now, 
is it not? 

Mr. Kirxs. Yes, sir. 

Senator Dirksen. The old act did not have the same ideas of either 
punitiveness or confiscation that the new act had, but rather it did have 
the theory behind it, at least the idea running through it, that America 
was to take this property for the purpose of safeguarding itself, per- 
haps the property, perhaps to keep the property from being used 
against the United States, and then return to the owners after peace is 
made. That is the distinction you have drawn now, is it not! 

Mr. Krrxs. Yes. 

Senator Dirksen. I think very properly so. 

Mr. Kirks. I have felt that there should always be at this stage 
the underlying thesis that a man’s property should not be taken from 
him without due process. I think that is fundamental. Once we de- 
prive anyone under our system of government of normal judicial 
process, then I think we are headed in the wrong direction. I do be- 
lieve that the functions of the Office of Alien Sieonitt can be cur- 
tailed and the winding up expedited tremendously if we accord a 
claimant his day in court by some other procedure rather than letting 
the claims be processed the way they are presente being done. 

Senator Dirksen. What would that procedure be ¢ 

Mr. Kins. I had particularly in mind, Senator Dirksen, the recom- 
mendation with respect to the—I think it is referred to as my fifth one 
on page 2 of this little mimeograph, the abolition of the category of 
debt claims payable in foreign currency and debt claims against any 
foreign government or agency. Certainly, the claimant who has a 
legitimate claim against a foreign government should not have that 
abolished summarily so that he is without redress, but I think it has 
already been presented to the committee that if those categories of 
debt claims were by statutory amendment removed from the jurisdic- 
tion of the Office of Alien Property, you would I think remove about 
35,000 of some 43,000 claims. 
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A person with a claim against a foreign government or payable in 
foreign currency could be accorded the privilege of pursuing that 
claim in our judicial system rather than having it administered 
administratively. 

Senator Dirksen. You are thinking now especially of claims like 
the Yokohama Bank? 

Mr. Kirxs. Yes. 

Senator Dirksen. Payable in yen. 

Mr. Kress. In yen. I would also break it in claims against the 
various municipal authorities in Germany and the like. 

Senator Dirksen. Where would you put them ? 

Mr. Kirxs. I think that an act that would amend the Trading With 
the Enemy Act so as to remove that whole category from the juris- 
diction of the Office of Alien Property could set up that a claimant 
with such a right could pursue it in one of our judicial systems. Just 
as today, if a claimant has a claim against a foreign government, our 
judicial structure is such that he may pursue that, so why at this 
stage of the game should we distinguish between claims that are aris- 
ing not under the Trading With the Enemy Act and those that have 
arisen in the past under the Trading With the Enemy Act. In that 
way we would preserve to every citizen the right of his day in court, 
and it would curtail this administrative operation which we can only 
predict the future on the basis of the past if no changes take place 
either in personnel or the act or a major change in the procedure that 
is followed, it could well run 40, 50, or more years. But you eliminate 
35,000 approximately out of 43,000 and reduce it to roughly seven or 
eight thousand claims in the debt category, I think that there is a 
very definite foreseeable winding up of the office within a very reason- 
able time. 

Senator Dirksen. Well, I am very much intrigued by that sugges- 
tion, but let us spell it out a little more. Here is a man who goes in a 
branch of the Yokohama Bank in Los Angeles or San Francisco. He 
lays down an X number of dollars and he gets a certificate of some 
kind that is supposed to be payable in yen abroad. We move in and we 
take over and here are literally thousands of them. I think, Mr. 
Creighton, you indicated some of them were for a few dollars and 
some were for rather substantial sums. 

Mr. CreiguTon. The average would be about $25 at the postwar 
rate of exchange between the yen and the dollar. 

Senator Dirksen. Now, many of those would be handled by one 
attorney out, there. 

Mr. CreiauTon, Yes. 

Senator Dirksen. You say here you abolish this category of debt 
claims payable in foreign currency. I am curious as to how you would 
do it because the claim would still be there. 

Mr. Kirxs. That is correct. 

Senator Dirgsen. And it would have to be placed in some agency 
unless you say, “All right, you may have resort to the courts.” 

Mr. Kirxs. When I say abolish it, what I mean is that it is removed 
from the jurisdiction of the Trading With the Enemy Act as such and 
to be administered by the Office of Alien Property. 

Senator Smiru. How would you get jurisdiction in the courts 
over an item of $25 ? 
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Senator Dirksen. I am exploring now. 

Mr. Kirxs. I think the statute would have to provide that irre- 
spective of the amount involved, that a claimant who fell into that 
category, say a depositor in the Yokohama Bank, could maintain an 
action in the Federal courts. 

Senator Smirn. In the district court. 

Mr. Krrxs. In the district court. 

Senator Smirn. For $25 or $50. In the the first place, we would 
never in the world get that by Congress because you would have every 
Federal judge in the country fighting it because they are loaded, too. 
I am like Senator Dirksen, I was intrigued with the idea as to how 
we could do it, but anybody who has had much experience in Federal 
courts knows that they are not the fastest people in the world and I 
would feel that probably some administrative procedure might get 
along further and faster than the courts could. 

When you think of the pleadings that would have to be filed and 
the processing and everything else, plus the disinclination of the Fed- 
eral judge to sit there and hear a claim of $25 or even $100 or $200, 
I think you have to find out some other way than that. 

Mr. Krexs. That may well be, Senator, but of course you realize 
they do not hesitate to sit and conduct a criminal trial where a man 
has embezzled $25 

Senator decerax, Yes, but that is on indictment brought by the Gov- 
ernment. But when you start in a civil action you have to brin 
the suit, post a bond, and do all the other things, and the expense 0 of 
conducting even one of these hearings would be many, many eine the 

value. 

Mr. Krrxs. That is certainly true. 

Senator Smrrx. So it seems to me that you have to have some sort 
of quick administrative activity here and that as long as that might 
take, it probably would not be nearly the time that it would take in a 
Federal court trial. 

Mr. Krrks. I think that is correct, sir. 

Senator Henninos. Had you not thought of the settlement of some 
of these matters before their being tried or presented in court? To 
what extent had your views, Dr. Kirks, contemplated the settlement of 
these matters, assuming they do go into the district courts for relatively 
small amounts involved ¢ 

Mr. Krrxs. If a claimant was confronted with the necessity of 
pursuing his right in Federal court, then I think the sheer economics 
of it would dictate that the matter be settled without pursuing this 
time-consuming and expensive procedure. In presenting this as a 
possible course of conduct, I realize that what the proposal results in 
is shifting this burden aw ay from the Department of Justice onto 
other shoulders. Looking at it in a very restrictive view, if you are 
desirous of winding up this particular operation so far as the Federal 
Government is concerned or the Department of Justice is concerned, 
it is of no concern of ours if the iat of the burden is imposed upon 
someone else, but there is an administrative way of resolving this by 
sort of fiat, but if you do so, you are going to have to amend the 
act and you are going to have to take into consideration that certain 
inequities would ‘take } place because under the act, as it is now written, 
there is no discretion accorded the Office of Alien Property other than 
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to follow the detailed steps of investigating every claim and pursuing 
it in detail. 

Now, you could have a cutoff point where economically it is un- 
sound for the Office to administer a claim of any description, say $400, 
if a study showed that it cost $500 to process any claim. You could 
set a limit and then by some purely arbitrary device either relinquish 
it all, which would return it to eligible claimants under the act or 
confiscate it all. 

Senator Smit. Let us take one of these claims, a representative 
class, how is that handied under the present procedure and under the 
present law? The claimant has filed his claim with the Custodian. 

Mr. Kirxs. That is correct, sir. 

Senator Smrru. As I judge what you say, there are many thousands 
in certain restricted categories. Take one claimant, how does he 
follow through? How does your Office handle it up to now? 

Mr. Krexs. I must distinguish between debt and title claims. 

Senator SmirH. Leave off title claims for the moment. I am doing 
this so that we may get to thinking if there is any way that we can 
expedite it right here. 

Mr. Kirxs. When a debt claim is filed, it is necessary to accumulate 
all debt claims against a particular debtor and then to determine the 
validity of the claim, whether or not the claimant is in fact the one 
legally entitled to it and that requires investigation. 

Senator Smrru. Whether or not the amount is correct 

Mr. Krrxs. Not only the amount but whether or not he is the legal 
person entitled to it. After the bar date has run so that no further 
claims may be filed, then if you have a hundred claimants all claiming 
varying sums against a particular debtor and each one of those 
claims has been investigated to determine that in fact they are eligible 
claimants and entitled to assert their claim, then you have to just 
take how much money there is available and prorate it among all of 
the claimants if it is an insolvent account, or if it is solvent, they 
would be paid 100 cents on the dollar. That, of course, is a very 
laborious undertaking where you have thousands of claims running 
against a particular debtor. 

Senator SmirH. Has any decision been made by the Custodian and 
in the process in which it has been applied there from which appeals 
have been made to the courts? 

Mr. Krirxs. Iam sorry, sir. I do not understand the question. 

Senator Smrru. Have there been any cases where the Custodian’s 
Office, through the process of that Office, have reached a conclusion 
that this man is or is not entitled to this claim and whether or not a 
particular fund is liable for one of these claims or proof of these 
claims? Has there been many appeals to the courts on this type of 
decision by the Custodian? 

Mr. Krrgs. I am not aware of it. 

Senator Smitu. What I am exploring is the possibility, whether 
or not there was to some extent pathape a somewhat arbitrary decision 
made, if you could hope to cut off litigation if there was an appearance 
of fairness and justice in the decision of the Custodian’s Office. 

Mr. Creighton over there shakes his head. 

Mr. Kirxs. I am not conscious of the Office ever taking an appeal; 
it did not during my tenure. 
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Mr. Cretcuton. No appeal can be taken by the Office from a decision, 
but there have been appeals taken from decisions by the Director in 
debt claim proceedings under the statute. 

Senator Smrru. By the claimants? 

Mr. CretcuHron. By the claimants. 

Senator Smirn. Have any of those cases been tried ¢ 

Mr. Crricuton. They have been tried, but there have been no deci- 
sions on them. 

Mr. Scuiezrncer. There have been a few decisions, but the number 
that have gone to court so far have been so small that the basic legal 
issues under the act have not yet been judicially determined. In 
other words, the issues that are confronted in these insolvent cases 
have not reached that stage. 

Senator Smirx. Would it not be possible to get such a final conclu- 
sion, opinion of the courts, on one or more of these cases that would 
be wail to the Custodian in determining how far he could go in mak- 
ing arbitrary rules to clear these things up ? 

Mr. Cretcuton. Senator Smith, I have suggested to this committee 
that the act be amended so that the Director of the Office may certify 
that an appeal may be taken to the courts from his decision in any 
claim in an insolvent estate proceeding where there is a common ques- 
tion of law involved. There can be an appeal to the court upon the 
legal issue by the claimant if we certify that an appeal is desirable, 
and we give notice to every other claimant in the estate so that we can 
get the particular issue settled. 

You will recall that under the present statute the only time there 
can be an appeal to the courts in one of these insolvent estates is after 
a final schedule has been filed and all the claims have been decided. 
For example, take the Yokohama Specie Bank, which involves the 
rate of exchange question, we will say there are 9,000 claimants. Un- 
der the present statute the final schedule will have to be filed, those 
9,000 claimants will have to be notified, we have to serve a copy of 
that schedule by registered mail upon all 9,000 claimants, and if one 
man appeals from that decision, he must file a complaint, and must 
serve a copy of the complaint upon the 9,000 claimants in the estate. 
Under the present statute the procedure is so cumbersome you will 
never wind up this matter. 

Senator Smrru. I think you have put your finger on one of the 
things that can be done. I do not know exactly how it can be done, 
but you gentlemen have some ideas about it. 

Mr. CreigHron. We have some ideas. Whether they are sound or 
not is a question. 

Senator Dirksen. First, Mr. Kirks, can you conduct a study at any 
time to see what the cost was of processing a claim, large or small? 
Let us assume a $24, $50, or $100 claim. 

Mr. Kixs. I did not, sir. I understood that a time study had been 
conducted in the past prior to the time I came in. 

Senator Dirksen. Were you familiar with it or its results? 

Mr. Kirxs. Yes. I did not read the written study, but it was in- 
dicated to me what at that particular time it would cost. I do not 
recall the exact amount, but it was several hundred dollars. 

Senator Dirksen. Mr. Creighton, do you have a figure in mind as 
to the probable cost of processing such claims? 
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Mr. Creiguron. I have never made any time study personally as 
to what it cost to administer any particular type of claim. 

Senator Dirksen. Would you have an estimate in mind, even a con- 
jecture? Certainly, it would cost several hundred dollars, I sup- 
pose. 

Mr. Krexs. It depends on the nature of the claim, the paperwork 
and the various branches of the offices involved in it. I would say 
it would cost anywhere from $150 to $500, depending on the nature 
oftheclaim. That is purely a figure I am taking out of the air. 

Senator Dirksen. Going back to Yokohama Specie Bank with 
9,000 claims involved, would that be true of every claim there, not- 
withstanding the fact that one attorney probably handles most of 
these claims? You speak now of notice by registered mail, and so 
forth. That would have to be done in the case of every one of the 
claimants, large and small. 

Mr. Kirxs. That is right. 

Senator Dirksen. So that unless something is done about section 
34 of the act, you must go through that procedure and pile up that 
cost ¢ 

Mr. Kirxs. That is right, sir. 

Senator Dirksen. Now, we never explored when you were testify- 
ing the possibility of transferring jurisdiction to the Federal courts, 
so that the principle involved might be determined and then the 
mechanics would be merely one of distribution thereafter. 

Mr. Creigiuron. My trouble with that, Mr. Chairman, is this: I 
do not know how you get service upon the defendant, which is a bank 
in Japan. I do not know out of what fund the judgment would be 
satisfied and I just cannot see any solution to that problem. Now, 
I might say with respect to all of these accounts, the Japanese banks 
are ready, willing to pay all of these holders of the yen certificates 
deposits in Japan in yen at the postwar rate of exc hange, if they 
desire and want to use their money in Japan. The only. difference 
is that they will get paid in yen and are not permitted to convert the 
yen into dollars. 

As I understand the present foreign currency control laws of Japan, 
they will not grant a license for the conversion of these yen into 
dollars and permit it to be transmitted to the United States. 

Senator Dirksen. So the nub of this problem that is before us 
with respect to Yokohama Specie Bank, and I suppose that would be 
true of Sumitoma, also, with some 9,000 claims, that it is one of ex- 
change and that presently there is no way of getting it converted to 
dollars so they can spend it in a department store in San Francisco. 

Mr. Creitentron. That is right. I want to add one thing, also. 
Some of the claimants maintain that they are entitled to the prewar 
rate of exchange, the rate of exchange that existed at the time they 
purchased their certificate of deposit. We think as a legal proposi- 
tion that is incorrect, that the judgment day rule applies, as laid 
down by the Supreme Court in certain cases growing out of World 
War I, and they should be paid at the postwar rate of exchange, which 
is about 360 yen to the dollar rather than the prewar rate. 

Senator Dirksen. What we are looking for is how to crack this 
impasse. Here is a bank that is willing to pay on its claims. It will 
pay in Japanese yen in Japan. 
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Mr. Creien'ron. It will pay in accordance with its contract, as I 
construe the law. ‘Therefore, as I stated, my recommendation to 
this committee is that section 34 be amended whereby these holders 
of yen certificates of deposit will have no rights against property 
held by the Office of Alien Property. 

Mr. Kixs. Why should the Office of Alien Property sit in judg- 
ment to determine whether the rate should be the prewar or the post- 
war one and go through the problem of administratively investigat- 
ing all these claims and bearing the expense that is incident to process- 
ing each one of them? So if you do amend the act, then the claimant 
who has the yen certificate either collects it from the Japanese or he 
forfeits it. But that is a decision for him to make. 

Mr. Creicuton. | do not believe Mr. Kirks meant we should enact 
a statute which says that the district court of the District of Columbia 
shall have jurisdiction and automatically give that court jurisdiction 
over these matters. He merely meant, as I understood him, that they 
will still have available to them any remedy which they might nor- 
mally have under our judicial system. 

Senator Smrru. Mr. Creighton, let us take this thing now in seg- 
ments. This first bank the chairman mentioned, there were 9,000 
claims. I understood you to say most of those claims are represented 
by one lawyer. 

Mr. Creiguron. Approximately 3,800 of the claimants against the 
two banks are represented by one firm of lawyers. There is one firm 
in Washington and one firm in California. 

Senator Smiru. At least, that will take 3,800 or 4,000 roughly of the 
claims that are outstanding. 

Now, are there other claims represented by comparatively few law- 
yers or are the lawyers interested? I am thinking of the practical 
way of relieving you of having to make separate notices to 9,000 people 
in this bank and 9,000 people in that bank. 

Mr. Creieuron. A great number of certificates of deposit claimants 
do not have counsel in the case. They have merely filed the claims 
themselves. 

As to the 3,800, the attorney was supposed to be here from Cali- 
fornia this week and we are trying to enter into a stipulation with 
him whereby we can go through our administrative procedure with 
respect to all of the claims involving the same issue and see if we 
can start to process the claims in some way and get on the way to the 
courts. 

Senator Smrru. What is the size of the claims this particular law- 
yer of 3,800 represents ¢ 

Mr. Creicuton. I think I read into the record when I testified that 
he had made a spot check of some 2,000 of the claims. I read into 
the record how many of them involved $1 to $5, how many of them $5 
to $10, and I think they ran all the way from $1 up to $40 or $60. 

Senator Smiru. Were a number of them more than $40 or $50? 

Mr. Creicuton. I do not think so. They frankly say that if they 
are limited to the postwar rate of exchange, insofar as they are con- 
cerned, it will not be worth while for them to prosecute the claims. 
They have made that statement. 

Senator Smirn. We could almost pay those claims out of part of the 
expenses of running the office. 
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Mr. Cretcuton. Provided we would accept the postwar rate of 
exchange. We could pay off the Yokohama Specie Bank claims, as 
I recall, for about $500,000 at the postwar rate of exchange, but if we 
have to pay on the prewar rate of exchange which they are claiming, 
the account would be hopelessly insolvent. 

Senator Smrru. Is there any way to get a reasonably quick deter- 
mination from the courts as to whether or not you are responsible 
for the postwar rate of exchange or the prewar rate ? 

Mr. Creicuron. Under the present statute, no, sir. 

Senator Smit. Can we recommend and enact a statute that would 
give you the right or somebody the right to determine that issue? 

Mr. Creiguton. I am recommending to this committee—it is in 
the draft stage now—an amendment to section 34 which will permit 
a claimant, even in an insolvent case, after his claim has been dis- 
allowed, upon certification by the director of our office, to go into 
court and have that issue determined. In other words, I am trying to 
work out some method whereby you do not have to wait until the 
final schedule is filed with respect to all 9,000 claims. 

Now, I can not find any basis for not giving some sort of notice to 
other claimants so that we can have a representative action. My pro- 
posed amendment will provide that we merely give notice to all claim- 
ants. I do not know how to get around that otherwise, other than to 
file a notice in the Federal Register, which is not very realistic, insofar 
as notice is concerned. This might be enough to satisfy due process 
requirements. I am recommending that in certain types of cases we 
do publish a notice in the Federal Register and not give any other 
notice. 

Senator SmirH. That is along the line that my thinking got stim- 
ulated this morning. If you can get a representative action in the 
courts so that a final decision can be made, it will be a guide to you 
and all claimants, then that will be very helpful, would it not? 

Mr. Creteuton. It would be most helpful in the debt claim program. 
If we could get the rate of exchange question settled with respect to 
these 18,000 claims, then we would not have an insolvent account. We 
would have a solvent account so that we would not have to file a 
schelule with respect to all 9,000. We could consider each claim and 
pay it and go right down the line. It would still cost us a great deal 
more to pay some of the claims than the claimant will receive. 

Senator Smrru. I have not used it lately. I have years ago. But 
would there be any possibility of using the Federal Declaratory Act? 

Mr. Cretcuron. It is the consensus of opinion of the staff of our 
office it is not available under the present statute. 

Senator Smrru. I think it might be well for you to consider whether 
or not in the enactment which we might recommend that that “out” be 
given you also. There might be some cases there that could be de- 
termined that way. 

Mr. Hayes. Mr. Creighton, is it not true that you do have in adjudi- 
cated cases a number of precedents growing out of World War I which 
established the fixation of the postwar rate of exchange as the basis 
of determining claims of this type? 

Mr. CreicnTon. That is as I construe the case, yes, sir. Humphrey 
v. Deutsche Bank enunciated the judgment day rule, which we have 
followed. But these claimants take the position—I do not know just 
exactly what their theory is—but it seems to be that because prior 
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to the outbreak of the war the agencies of the banks in California 
were permitted, if a holder of a yen certificate came in and said he 
wanted to cash it, to cash the certificate for him and buy. it and pay 
him in dollars. That was purely an internal arrangement between 
the California agency and the home bank in Japan. 

Mr. Hayes. That was prior to the war? 

Mr. Creicuron. Yes. 

Mr. Hayes. Do I understand correctly that you feel these 9,000 
claims could be disposed of by the Alien Property Custodian if a 
determination could be made, either legislatively or through the courts 
that the postwar rate of exchange would be the basis upon which 
they could be settled ? 

Mr. Creicuron. This would facilitate disposition, It would still 
take us some time. There would be a great deal of paper work in- 
volved because we would have to make a determination with respect 
to each case. That determination would have to be approved by 
the Director, a check would have to be drawn to each claimant. It 
would cost a great deal more in most cases than the claimant would 
actually receive. I mean it would cost the Government. It would 
deplete the fund which we have. 

Mr. Hayes. But you feel that there are funds available for dis- 
position of these claims, that is to pay them, in adequate amounts to 
pay all of these claims provided you could have the fixation of the 
postwar rate of exchange? 

Mr. Creieuton. That is correct. 

Senator Smira. Now, what would be the difference in the amount 
between the postwar rate of exchange and the prewar, the percentage? 

Mr. Creigoron. The yen was worth about four to the dollar. It is 
now 360 to the dollar. 

Senator SmitH. What I was thinking is as to whether or not it 
would be feasible, Mr. Chairman, to put in any legislation we recom- 
mended some provision to allow this office or someone in the office to 
attempt to make some arbitrary disposition by way of an arbitrary 
compromise, in other words, we would have to establish a rule, every- 
body who wishes to accept this compromise by such and such a date, 
would get one-half of what they claim or one-tenth or whatever the 
fair ratio might be. 

Mr. Creienron. If you are going to do that, please get it down to 
where this account would be solvent. 

Senator Smrru. Yes, we would have to bear that in mind, of course. 

Senator Dirksen. You could actually not recite a figure in the 
statute, it seems to me. You would have to be thinking i in terms of 
number of claims and the assets that are available and just general 
legislation that would give the office authority to make the apportion- 
ment on that basis. 

Mr. Cretcnton. In other words, the Congress, as I see it, would 
have to say that all claims which are expressed in foreign currency 
and pay: able in a foreign country shall be paid at a certain rate of 
exchange; if it is marks, so many; if it is yen, so many. 

Senator Smiru. Giving somebody in your Department the 
authority to compromise, and this would be on claims up to we might 
say $50, that would take care of it. 

Mr. CreicutTon. I do not think you have to give the right to com- 
promise. If the Congress passes legislation, everybody would be 
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bound by it. In other words, these people, as a matter of right, they 
have no right to proceed against the property we have. Their right 
to proceed is only an act of grace of Congress giving them the right to 
do it. I think you can legislate as you see fit with respect to enemy 
property. 

Senator Dirksen. Mr. Creighton, in my suggestions to you did I 
include the desirability of having in your suggestions and recom- 
mendations a modification of the statute that would include this 
suggestion now being made? 

Mr. Cretauton. You asked me, as I recall, Senator, to submit such 
recommendations as I might have for amendments to section 32 and 
34 which would expedite the claims program in the office. 

Senator Dirksen. Yes. 

Mr. Hayes. What you have recommended to the Senator would 
in your judgment reach the desired objective being discussed here ? 

Mr. Creteuton. That is right. I am giving you alternative reme- 
dies. As I suggested, I thought that probably there would be very 
few people who would suffer any substantial loss if you repealed sec- 
tion 34 altogether. If you did not want to do that, maybe then you 
should only permit the payment of certain priority claims, claims for 
labor, work, and services, claims of the Government of the United 
States down to category 3, leaving out the general creditors, and you 
eliminate all obligations of foreign governments or instrumentalities 
thereof. 

I will try to get those recommendations to the committee by the end 
of this week. 

Senator Dirksen. Now, Mr. Kirks, getting back to you, there has 
been, of course, a very marked interest in the administration of the 
Office of Alien Property. That would include, of course, the efficiency 
of its procedures, and so forth. 

Now, you were in charge, you were its administrator and respon- 
sible for its administrative policies that would include the offices and 
branch offices here and everything relating to the whole administra- 
tive picture. 

Mr. Kirxs. That is right. 

Senator Dirksen. Now, I think the committee would like to have 
some comment from you as the last Director of the Office and what 
suggestions you have in that field. Of course, behind it there is the 
necessity always of thinking in terms of the ultimate end of the appli- 
cation of these funds, namely, to maximize the amount that goes into 
the war claims fund. 

Mr. Kirxs. That is a broad question, sir. I will try to take it 
progressively. 

Senator Dirksen. Very well. 

Mr. Kirxs. When you approach the problem of administering the 
act to produce the greatest revenue, then you see we are confronted 
with the problem such as Mr. Creighton has just been discussing of 
spending the $500 of Government money to return $5 to some claimant. 
We are dissipating the funds that would eventually go into the war 
claims fund. So that it occurs to me that it would be most desirable 
that as intelligent as possible a study be made on a cost basis and if the 
objective is to produce as much revenue, then establish the arbitrary 
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ability on the part of the office; where it is going to cost more to prose- 
cute the matter, to either pay it or confiscate it. 

Those are the only two alternatives, that is, pay it without going 
through the administrative steps that are now required by the act. 

Senator Smrru. Right there, could we have an enactment, in view 
of what Mr. Creighton said just now about the rights of the claimants, 
that all claims up to $50—that might not be the way to state it on 
account of the mathematical problem involved—but all claims up to 
a certain amount would have no right to these funds. You would get 
rid of a lot of claims right there. 

Mr. Kirxs. You would. That would be pure confiscation. 

The other alternative would be there would be no vesting or there 
would be a return of all vesting that involves $100 or less. 

Senator Smiru. It would involve confiscation of the enemy prop- 
erty, but you would just be withdrawing the right you heretofore 
granted the claimant. 

Mr. Kirks. So you have to make the decision as to what you choose 
to do. The right of vesting still exists. I think that certainly that 
that should be controlled by pure economics. It is absurd, even if 
you found a fund that was subject to be vested, to go out and vest $25 
where the mere act of vesting alone would cost the office $100, unless 
the motive behind the act is punitive, to grind everyone to the last 
inch. 

As I take it now, certainly that is not compatible with our foreign 
policy and the general attitude of the American public as a whole. 
They are not trying to get a pound of flesh out of them. So I think 
the Office should be governed on an economic basis and where there is 
a diminishing return, the result is being brought about as a result of 
a particular practice, we should desist from that practice so the money 
could be made available for the purpose of carrying out the War 
Claims Act. 

Senator Dirksen. Do you think that latitude and discretion exists 
now under existing law ¢ 

Mr. Kirxs. No, I do not. I took the position and I did not take a 
poll of all my branch chiefs to find out whether or not they were 
unanimous in supporting me, that as long as the act provides for 
vesting, I think that that is a mandate which requires the Office to 
vest. 

An analogy may be drawn to a criminal statute: As long as the 
criminal statutes are on the books, the law-enforcement agency should 
enforce the statute or repeal it. 

I do not think it should resolve in the Director of the Office the 
arbitrary determination of whether he will or will not vest. 

Now, as to what may be vested, I took the position, and we took 
purely an arbitrary figure, and I think the last figure was a thousand 
dollars, I ordered that there would be no vestings of property under a 
thousand dollars in order to give a little margin and to quit sending 
vestors around to vest $5 and $10. 

Senator Smiru. Is there any appreciable amount of unvested prop- 
erty now which under the law would be subject to vesting ? 

Mr. Kirks. That is speculative, of course, sir. We do not know 
whether or not someone has been adroit enough to secrete his property 
successfully to date. I think the Office has approached a figure in the 
neighborhood of a million dollars or something like that, but that of 
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course is purely a speculative answer, so if you relate the percentage to 
the overall vesting, there is a negligible sum that is thought to be still 
available. 

Of course, if it does turn up and it is economically sound to vest, the 
act provides that it should be vested. That is my interpretation of it. 

Senator Smiru. Your feeling is that we should have some legislation 
that would authorize you to do! legally what you have done as a matter 
of conscience here in this thousand-dollar decision ? 

Mr. Kirx«s. I think that would clarify the picture. 

Senator Smiru. It would help the Director, whoever he is. 

Mr. Kirxs. Yes. The discretionary decisions that the Director of 
the Office of Alien Property has to make are tremendous. There has to 
be a lot of balance exercised. There are economic decisions, that is, 
whether or not you are going to vest $25 when you know it is going to 
cost $500 to administer it. 

The act is not clear. I used what I deemed to be commonsense in 
the matter and said there would be no vestings unless a dollar profit 
could be shown in the processing of it. 

Mr. Hayes. In view of the mandate of this particular committee, 
you think that action should be the exercising of reasonable and proper 
effort to maximize the fund to be available to the War Claims Fund, 
would you not ? 

Mr. Kirks. Precisely. 

Now, I am afraid, sir, in pursuing this one little point I have sort of 
lost the trend. 

Senator Dirksen. Now, tell us about the administrative setup and 
what suggestions you have in the interest of efficiency and economy. 

Mr. Krrks. I think one of the most apparent is the physical location 
of our overall office. As you know, the comptroller’s office is situated 
in New York. I think that has been develeune for the committee. 
I do not believe that that requires further elaboration, just the physical 
separation of a principal branch of the Office in New York lends for 
inefficiency, delay and expense. The only reason I did not accomplish 
the change when I was in the Office is the fact that I was told that the 
General Services Administration would not allocate the space and 
that the final determination of the allocation of space in public build- 
ings rested with them. I would have fought that, had I had more time 
to have done so. It just does not make sense for that Office to be there. 
I think it should be consolidated in the same building. There is no 
need to have it 15 blocks away, because you are confronted with the 
same problem basically. So the consolidation of that branch, along 
with the other seven branches of the Office, would be of tremendous 
help. 

Legislation that would remove from our jurisdiction the Alien Prop- 
erty Office in the Philippine Islands. We are doing that really as a 
courtesy to them and we got out of it financially and it is a burden. 
So that would be a simple matter to relinquish the entire jurisdiction 
and let the Philippine Government administer its own. 

Senator Dirksen, Does that require legislation ? 

Mr. Kirks. It is my understanding that it does, because it is estab- 
lished by legislation, jurisdiction. I do not know whether there was 
in the granting of their independence a provision providing that we 
would administer their alien property law. So I think it would take 
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legislation. It cannot be done administratively, as I understand the 
history of it. 

Mr. Scuiezincer. It would require modification of the Philippine 
Property Act of 1946 as well as the Trading With the Enemy Act, and 
a new agreement between the twocountries. There is a treaty, I think, 
negotiated in conjunction with Philippine independence, and both the 
Philippine Property Act of 1946 and that treaty would have to be 
modified by legislation. 

Mr. Kirxs. All of the benefit under the present arrangement inured 
to the Philippine Government. I do not see how economically or 
otherwise we derive anything other than a burden from it. 

Senator Smrru. How much property would that get out of the 
enemy? How much work would that relieve the Office ? 

Mr. Kirxs. Not a tremendous amount, sir, but I think that every 
relief becomes accumulative and it would be helpful. 

Senator Smiru. I was just getting hopeful now. 

Mr. Cretcuron. About the only thing still pending in the Philippine 
Islands for administration, as I understand it, are claims and litiga- 
tion. There are approximately, if my memory serves me right, ap- 
proximately 300 claims still to be adjudicated out there. I do not 
know how many cases are pending in the courts. Of those 300 claims, 
approximately half of them will be determined upon a decision in some 
pending cases. They are all against the Bank of Taiwan, and the same 
legal issue is involved in all of those claims. 

Now then, it is true, even after the Director makes the determination, 
they have a right to appeal to the courts in the District of Columbia. 

Mr. Scuiezincer. That debt claim picture is further advanced be- 
cause some of the basic issues are on appeal in the District Court of 
the District of Columbia. 

Mr. Hayes. Mr. Kirks, as I understand, I think you stated exactly, 
but none of the funds in this Philippine situation ultimately inured 
to the War Claims Commission ? 

Mr. Krirxs. That is correct. 

Mr. Hayes. Are there any other instances within the purview of the 
Alien Property Custodian’s Office in which the funds do not inure to 
that War Claims Commission ? 

Mr. Krr«s. I know of no other category, sir. 

One on royalties which we collected on patents used in the war ef- 
fort where the patents belonged to a citizen of Norway under our re- 
verse lend-lease, that is coffered into the Treasury and assets received. 
It isa comparatively small amount. I think we have coffered in a mil- 
lion or a million and a half dollars. Wehave a few more. 

Senator Dirxsen. That brings to mind, Mr. Kirks, one of the pur- 
poses of the exploration by the subcommittee is to see whether or not 
the good fruits hae come out of patents, and so forth, scientific 
discoveries, and that sort of thing, are made available to the public on a 
reasonably wide basis. We have had lots of testimony from the head 
of the Patent Division. Now, what suggestions have you there? 

Mr. Kirxs. The policy that should be adopted with respect to the 
patents is one that the Office has labored with for a long time, sir. 
I do not know that a panacea can be boiled down to announcing a 
simple solution to it. I think that the underlying thought might be 
this, that as quickly as possible there should be a dedication of patents 
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to the public domain. It is a question, I think, administratively of 
at what time it would be administratively easiest to accomplish that, 
whether or not it should be done on an individual basis as each oppor- 
tunity presents itself or wait until large blocks of them might be 
dedicated to the public domain. I think it is the thought of the 
Patent Section that it is not a particularly administrative burden to 
let additional time run under the present system until so many patents 
in certain categories become available that they might be dedicated 
to the public domain. But here again we have to come back to what 
is our objective, whether or not we are trying to bleed every cent out 
of that which the act covers on a purely economic basis or whether or 
not we are trying to put the emphasis on the liquidation of the Office 
and the complete disposal of it. 

Senator Smiru. Is that not where the emphasis ought to be? 

Mr. Kirxs. On the liquidation ¢ 

Senator Smirx. Yes. 

Mr. Kirxs. I think there has to be a happy compromise, sir, be- 
tween the rapid liquidation, because an act could be designed, I am 
sure, which could liquidate the Office overnight, but it would also 
terminate the prospect of realizing these tremendous sums that are 
available. 

Senator Smrru. In other words, there could be too hasty a liquida- 
tion ¢ 

Mr. Kirxs. There could be, and there could be an economic loss 
experienced by the Government if it is too hasty. 

At the same time, I think that if it is done too hasty, we might in 
that haste violate certain fundamental rights of the people involved. 


Mr. Hayes. Mr. Kirks, there are a number of CODER and par- 


ticularly one, in which technological advances have been made. Do 
you know whether or not the advances or the discoveries, researchwise, 
have been made available to the public from those discoveries or 
research activities 

Mr. Kirks. Would you help me, Mr. Hayes? What is the name of 
the company ¢ 

Mr. Hayes. Specifically, one of the mandates of this particular 
committee is to make determination whether or not during a certain 
period scientific and technical discoveries and technological advances 
have been made available to the public upon the widest basis consistent 
with the aforementioned objective. 

Mr. Krrxs. If you have reference specifically to the Schering 
case-—-— 

Mr. Hayes. I really do not. I had in mind there are companies 
with which I am sure such things have been going on for 7 or 8 years. 

Mr. Kirxs. There is litigation at the present time in which the po- 
sition of the Office is contrary to the private interest involved as to 
rights to certain patents and certain patent contracts. Now, until 
that matter is resolved, as to whether or not the Government is en- 
titled to the patents and all that inures from it so that there may be 
licensed on a royalty-free basis or not, there unquestionably, whatever 
benefits are being derived from the patents will not be available to the 
public generally because they are being utilized solely by the company 
which at the present time controls them. There is the question of 
whether cr not—I think it breaks itself down into three periods of 
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time—patents that were possessed by a company prior to the war, 
patents that were possessed by the company—when I say “possessed 
by,” I mean either came into being or acquired possession of them— 
after the war and prior to vesting, and then those that the company 
acquired subsequent to vesting. 

There is a difference of opinion between the private industry and 
the Office of Alien Property as to who has right to those various 
patents. I think in the first category they were treated unquestionably 
as German patents, that they should come directly to the Govern- 
ment, but those that are the product after the war started but prior 
to vesting, there is a dispute on and there is also a dispute as to who is 
entitled to patents after vesting. 

Senator Smirn. I think that is a good question Mr. Hayes has asked 
you. Let us state a practical case. I do not know too much about the 
Schering settlement. Let us take General Aniline. That is one we 
all think of. General Aniline, aside from the question as to who is 
entitled to that stock, the Government did not seize the whole of Gen- 
eral Aniline, it seized the stock that is supposed to belong to foreign 
investors. 

Mr. Krrxs. That is right. 

Senator Smiru. Now, General Aniline is in a competitive business 
with many other chemical companies in America. 

Mr. Kirks. That is right, sir. 

Senator Smirn. They own patents, I assume, just like other chem- 
ical concerns own them. 

Mr. Kirks. That is right. 

Senator Smirn. It was not presupposed by anybody that the Gov- 
ernment should attempt to prempt the right of General Aniline to its 
own patents and make them available to all the rest of its competitors 
without agreement with General Aniline, is that not correct ? 

Mr. Kreks. Yes. 

Senator Smirn. Therefore, in asking the question which we have 
asked here, I do not think when we passed this resolution that any of 
us quite understood the ramification. 

Mr. Krrks. It is a complicated picture. You see, you have to bal- 
ance. If you use GAF merely to illustrate the problem, you have to 
balance the economic administration of that corporation against the 
other factor of throwing into the public domain. 

Senator Sarrn. We could be very unfair to the private stockhold- 
ers. Assuming that the Government might get all the stock it seized, 
we could be very unfair to those private stockholders if we attempted 
to make all the patents that belonged to General Aniline available to 
all its competitors. 

Mr. Kirxs. Certainly, and it would reduce the competitive position 
to GAF so that you could wreck it economically. 

Senator Dirksen. The Schering Corp. was sold before you became 
Custodian ? 

Mr. Kirxs. That is right. 

Senator Dirksen. And it was determined at the time that much of 
the value of the company lay of course in the processes and formulas 
that it owned and it would command a larger price on bid than if 
those were divorced ? 
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Mr. Kirxs. Yes. I do not know, sir, how far, since that case is in 
litigation, I should discuss what the problems are, but that is basically 
the problem. There is a contract which was a part of that which was 
old to the purchasers of Schering and they have not seen fit to carry 
out that contract. The Government’s position is that that is a viola- 
tion which should be enforced judicially, and they challenge the valid- 
ity of the contract and the authority of the Government to assert the 

ght under the contract. That is the basic problem there. But of 
course it being a chemical company, it lives by its formula and aside 
from its physical properties, that is the essence of it. 

Senator Dirksen. We want to get to the nub of the matter, that 
is this question of the going concerns that are still under the jurisdic- 
tion of the Alien Property Office. 

Mr. Kirxs. Yes, sir. 

Senator Dirxsen. And notably so because they are hampered now 
in nearly every case where there is real value by ‘pending 9 (a) suits. 

Mr. Kirxs. Yes, sir. 

Senator Dirksen. Those suits could run for a long time until those 
various equities have been resolved one way or the other. 

Mr. Kress. Yes. 

Senator Dirksen. And the question is, is there a way to cut through 
that, what can be done, not only in the interest of the claimants, but 
probably in the interest of the ‘preservation of the property itself as 
a going concern, as a part of the American economy. 

When one boils down all that very fancy language, it amounts to 
this: Here we are confronted with property like General Aniline 
where the sales were pretty close to $100 million, profits have gone 
down somewhat, it seems, in the last balance sheet that I have seen. 
It is beset at the moment with 9 (a) suits, and the assertion of other 
adverse interests. It may have difficulty in time in maintaining a 
line of credit, and the question is what will the ultimate outcome be 
unless some rather sensible and practical resolution of the matter is 
to be found? So you are free to comment from that point on. 

Mr. Kirxs. Thank you, sir. 

My recommendation, and I realize that it is assuming a calculated 
risk because there is the proposition of constitutional law, there is 
some doubt, there was doubt expressed by members of my staff when 
I was in office as to the constitutionality of it, but I think it is a cal- 
culated risk that should be undertaken, that an act should be passed 
that permits the disposal of the property. In other words, it would 
amend section 9 (a) disposal of the property irrespective of litigation, 
and then have the rights asserted against the sale proceeds “which 
would be held in escrow. Whether or not that act would be constitu- 
tional is the fundamental question. I have not explored the matter 
in detail to know. I think there is reasonable doubt, but I think it 
a situation in order to relieve this untenable condition that should be 
taken, and I think that if carefully and skillfully drafted, it might 
well be a constitutional act and then the properties could be disposed 
of, persons would not be deprived of their property rights and that 
would expedite the liquidation of the Office tremendously. 

Now, there is one feature that I think accounts to a large extent for 
delays that are encountered in litigation of those whose memories run 
back to what took place after World War I, the claimants themselves 
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are employing dilatory tactics to keep the matter from going to ad- 
judication because they look very hopefully at the horizon hoping 
there will be another 1928 act where there would be a blanket return 
or something of that nature. So delays are not solely attributable 
to the slowness of judicial process or slowness on the part of the han- 
dling of the cases by the Department of Justice. It cuts both ways, 
and the claimants employ every device to keep the matter from going 
to trial. 

Senator Smirn. Mr. Chairman, I think that is a field on which, if 
Mr. Kirks could, without taking up all of his time now, give us a 
little memo pointing out that, it would help all of us. I had an inkling 
of that somewhere down the line, but it is sufficiently nebulous for me 
not to arrive at a definite conclusion. 

Mr. Kirks, right in connection with a sale, any sale made pursuant to 
a statute on which the courts have not finally passed as to its constitu- 
tionality would be a sale that might reasonably bring much less than 
a sale of a company or its assets or its stock where there was absolute 
certainly as to the validity of the title to be taken? 

Mr. Kms. No question about it, that would influence the price. 

Senator Smirn. So that if one of these concerns in which the 
Custodian is interested should be put up and sold even after an act is 
passed, you or I or any reasonable businessman would not pay so much 
for it if there was some question as to the title? 

Mr. Kiexs. Yes. 

Senator Smiru. If you were to get the most out of these properties 
you would have to have a court determine whether or not the legis- 
Jation is constitutional. 

Mr. Krrxs. There should be a test case at the earliest possible 
opportunity. 

Senator Smiru. Your idea was to have a test case before the prop- 
erty should even be offered for sale? 

Mr. Kirxs. As to the mechanics, I don’t know whether or not that 
would be possible, but you could certainly take a small case, of prop- 
erty. Do not test it on GAF, but take some small company to test the 
legal point. That could probably be done reasonably quickly, ed 
then get a determination as to the validity of the statute. 

Senator Hennrneos. You could afford to make a small sacrifice in the 
sale of a relatively small company so as to enable the matter to be 
tested. 

Mr Krrxs. That is right. 

Mr. Naty. Is it not true, too, that considerable concern has been ex- 
pressed for the constitutional rights of claimants under section 9 (a), 
while at the same time there are minority stockholders in some of these 
corporations in which the Attorney General holds a majority of the 
stock, and against which there are suits, whose rights are being 
jeopardized, and who have come forth consistently and said that their 
holdings are going downhill; and that they have no right; that they 
are an innocent bystander in this thing, and perhaps it would be a good 
idea to take cognizance of their interest in this thing. We have a 
flood o fletters every day from the stockholders of Harvard Brewing 
telling the staff how the company is dissipating. 

Senator Smrrn. In that connection, Mr. Chairman, it might be 
well, whoever is going to prepare this tentative legislation, to look 
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over proposed legislation to see whether or not we could frame the 
legislation so that we could have some sort of a suit as a class suit or a 
representative suit that could be heard by a three-judge court quickly 
and rapidly and pass it on direct to the Supreme Court. That is sort 
of nebulous in my mind, too, but it might be possible to work it out. 

Mr. Kinxs. I am sure there is a method of doing that. 

Senator SmrrH. We ought to provide for it in our legislation if we 
can provide for it. 

Senator Dirksen. You have a number of these. You have Seeck & 
Kade, Carl Lieberknecht, GAF. 

Mr. Kirxs. Around 40, I think, are being operated. 

Mr. Scuuezmncer. There are thirty some. 

Senator Dirksen. Some large and some small. 

Mr. Kirxs. That is right, sir. 

Senator Dirksen. Your notion is that you just develop a simple 
case to get these rights tested before you proceed then to dispose of 
the larger proceeds where more money is involved, in the hope that 
because of the Government’s interest you could expedite judicial con- 
sideration of a case like that under a statute? 

Mr. Krrxs. I think as a practical matter that is the only out I see 
to the problem. If you are just going to employ the normal processes 
of litigation and allow litigants to employ every device that adroit 
counsel can employ to either hasten or reard the progress of the case, 
it is an interminable problem. 

Senator Smrrn. It is the result of lawyers, is it not? 

Mr. Krr«s. That is right, sir. 

Senator Dirksen. Of course, I think the committee is fully mindful 
that that is the rock upon which we are stymied somewhat until we 
can get a determination of it one way or the other. I may observe 
that is why the time factor is so important, because the longer this 
goes on the easier it would be by the forces of competitive attrition 
rather than mismanagement to bring about a diminution in the value of 
the property 

Mr. Krrxs. I think in the case, for instance, of GAF, it has been 
expressed by management that the sheer inability to command ade- 
quate financial backing on a competitive basis in order to expand is the 
thing that is really hurting them and eventually if it went on long 
enough it might well wreck it. 

Senator Smrrx. Of course, up to now GAF has increased the net 
value of its assets under the Custodian from $50 million to $100 
million. 

Mr. Kirxs. That is true. On a comparative basis that is not what 
it should be. It might well be up to 500 million, had it been in free 
enterprise and not subject to Government control. 

Mr. Hayes. Profit wise, in the last 2 or 3 years the line has been 
going down even though the net worth has increased. 

Mr. Kirxs. That is ‘right. 

Senator Smirn. Has there been any indication to you that the 
present management of GAF has been as alert toward keeping the 
profit range up by such methods as they could with the abilities they 
had? 

Mr. Kirxs. Senator Smith, in connection with GAF, there is prob- 
ably a rumor a day about some phase of the operation, good or bad. 
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While I was in office I had no indication that management, and by 
that I include the board of directors, was not expending their best in- 
telligent efforts to run it most successfully as any private business 
concern would be run. 

Senator Smrru. In other words, so far as you saw, there was no 
spirit of defeatism in the people who were managing the business, 
that they had given up hope? 

Mr. Kir Ks. No. They were conscious of their problems, but they 
were exercising their best abilities to solve the problems, not with 
respect to GAF but with respect to other companies and I think it 
prevails throughout the whole subject of administration of going 
concerns. You will hear people passing on or starting the rumor, 
management is trying to depress it, force the price down, buy it ata 
sacrifice, and then overnight it has blossomed forth and they have 
made a tremendous profit. That is something that has to be seru- 
tinized carefully by the office to see that that is not the case. 

Senator Smirn. I experienced that as soon as this committee was 
appointed, even to the point of some newspaper propaganda which I 
had to call very, very promptly. One of the reporters wrote an article 
without foundation. I made no such statement. Luckily there were 
some other newspaper reporters present who agreed with me that I 
made no such statement. It appeared that those statements were be- 
ing used by people who wished to suppress it. 

Mr. Kinks. The simplest way on earth when anybody gets some- 
thing like that is to get the FBI to investigate it. 

Senator Smrru. This was a labor reporter who wrote this story. I 
said nothing even remotely like it. It looked like it was written for a 
particular purpose. I have = ver been able to satisfy myself com- 
p yletely as to who inspired it, but there was some inspir ation for it. 
The other newspaper boys w ee heard the conversation agreed I made 
no such statement. We do have to watch to protect this inquiry. 

Mr. Kirxs. We have to be vigilant because it is not beyond the 
realm of possibility nor probability that that might be attempted if 
the wrong people—— 

Senator Smirn. We have to consider, Mr. Chairman, at some stage 
of these proceedings, whether or not we are sufficiently satisfied to 
recommend some disposal, even before there could be a determination 
of the test case in the light of what might happen economically. 

Senator Dirksen. That is right. I think that is a matter that the 
comnuittee is going to have to hew out because it does not involve policy. 

Senator Smrrn. The same old question: How long a receiver should 
operate business before it is disposed of ? 

Mr. Krrks. That is right. 

Mr. Naren. In line with the management of these companies, a 
good deal of the criticism which has arisen publicly revolves around 
the appointment of the particular officials, number one, the president 
of GAF or Carl Lieberknecht ; and secondly, the employment of serv- 
ices for these corporations in the form of legal fees and accounting 
Tees. 

We have asked previous employees of the Office who selected, for 
instance, counsel for Carl Lieberknecht. We have gone through their 
answers to the Director and none of them knows who does it. 

Senator Henninos. Mr. Chairman, I am new on the committee, as 
you appreciate, Mr. Counsel. What is Carl Lieberknecht? 
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Senator Dirksen. It is a company against which there is a 9 (a) 
suit. They used to manufacture knitting machinery. Their principal 
income now, I think, is from processing of defense contracts. 

Mr. ScHLEZINGER. They have a large income because of their ma- 
chine tool production on defense contracts, I think they still produce 
a substantial number of knitting machines. : 

Senator Dirksen. A much-desired machine, inc identally, and par- 
ticularly at 2 time when critical materials are ver y short. 

Mr. Kinks. They are situated in Re ading, Pa., sir. 

Senator Hennineos. Thank you. 

Senator Dirksen. Dr. Kirks, will you make some general observa- 
tions from the time you were the Director with respect to the selection 
of directors, to the selection of counsel to what extent you were called 
on to appoint them, if any, because it involved I think resolving what- 
ever allegations that are founded or unfounded that have been made 
that have bounced around in the press or elsewhere / 

Mr. Kinks. Certainly. With respect to the appointment of directors 
to corporations, 1 considered that they fell into two categories, those 

that I as Director of the Office were responsible for filling, and the 
other category those that were filled at the direction of the Attorney 
General. I made the arbitrary decision—— 

Senator SmirH. As to directors? 

Mr. Kirks. As to directors of corporations, yes, sir. It was a 
matter of purely arbitrary discretion. If we had a small company 
that was in liquidation and we needed a director for it and if in my 
judgment there was no necessity for bringing that matter to the 
Attorney General’s attention, I did it. I appointed an employee of 
the Office to sit there as a director and to accomplish the liquidation 
of the corporation. 

Now, if it is a corporation that is running not in lquidation, of 
sizable proportions, then that matter was brought to the attention 
of the Attorney General that a vacancy existed, that the vacancy should 
be filled. If it was discussed, the ultimate determination of who was 
to be selected or put on was made by the Attorney General. 

During my tenure of office, I think—and I am not clear of the 
exact number, but it is readily available, the staff could furnish it— 
I think about a half-dozen directors to various corporations were 
appointed. 

Now, once the board of directors is constituted, the question of their 
normal business operation, that is, who they employ ed as counsel to 
represent them, their advertising contracts, their insurance contracts, 
and all other factors incident to their normal operation was a matter 
that was left to the discretion of that board of directors, subject, how- 
ever, to the scrutiny of the Management and Liquidation Branch of 
the Office. 

Due to just the sheer magnitude of the corporations involved, the 
number involved, and the pausity of personnel, it was impossible for 
the Office of Alien Property to constitute the board of directors of 
all corporations. So the initial step, either good or bad, was in the 
selection of the directors and if you got competent business men who 
were loyal citizens, who were willing to serve in this capacity, then, 
of necessity under our present arrangement you have to rely on their 
business judgment. If they violate that trust and it is brought to 
your attention, the quickest thing to do is to replace them on the 
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board. If they have done anything criminally wrong, then prosecute 
them. 


Senator Smrru. Were any directors replaced for any improper 
activities of that sort? 

Mr. Kixs. Not during my tenure in office. 

Senator Smrru. Do you know whether or not the management 
branch ever vetoed the appointment of any directors made either by 
you or the Attorney General ? 

Mr. Kirxs. They do not have the authority to veto. 

Senator Smrru. You made some reference to somebody making 
a scrutiny of something just now. 

Mr. Kirxs. You see, the Management and Liquidation Branch in 
the Office of Alien Property is the workshop that watches the opera- 
tion of these going concerns. They receive all the balance sheets, 
they receive the minutes of the board meetings. They watch the 
trend in the particular field, whatever it may be. They are the watch- 
dogs to see whether or not the business is being run properly. 

Senator Smiru. That is the group you referred to as the—— 

Mr. Kirxs. As the Management and Liquidation Branch. 

Senator Smrrn. As a group that might express disapproval of the 
Director. You said something along that line. Maybe I did not 
catch it correctly. 

Mr. Kirxs. Let me state it this way, sir: Management and Liqui- 
dation, being a branch under the Director and under the Attorney 
General, has no veto powers with respect to an appointment that an 
Attorney General makes. If the Management and Liquidation 
Branch feels that an improper appointment has been made, I cer- 
tainly sought the unrestrained expression of opinion from all my staff 
members. 

Senator Smiru. What I am getting at is whether or not there was 
ever a case in which the Management and Liquidation Branch did ex- 
press a contrary opinion about some appointee. 

Mr. Kirxs. Not to me. 

Senator Smiru. You never heard of a case of that sort? 

Mr. Kirxs. And I do not think I could name a specific case. 

Senator Smirn. I can understand how they might hesitate to do 
so unless the man was so bad they knew they could get rid of him. 

Mr. Kirxs. That is right, sir. I think one thing that certainly 
does not face up to the entire problem by any means but it is a step that 
was not always employed and that is an FBI investigation was made 
prior to the time that a director was put on, so at least that initial 
inquiry into the man’s fitness was made. 

Senator Smrru. Now, Mr. Kirks, in your tenure there did you 
ever have any occasions whére you could honestly say that any of 
the force in the Office, not considering natural inefficiency, that the 
force in the Office was throwing any ‘impediment or road blocks in 
your way of getting all the facts or managing the office in the best 
way you decided it should be managed ? 

Mr. Kirxs. No, sir. Now, may I elaborate? 

Senator Smiru. Yes. 

Mr. Kies. Prior to the time I went over and assumed the director- 
ship of that Office there was about a 2-week period during which 
time I was being oriented and orienting my reel in the main Justice 
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Department .with respect to certain background information per- 
taining to the Office. Among many of the things that were brought 
to my attention was the question as to the loyalty of some of the 
employees, that is, the loyalty of the employees in the Office of Alien 
Property to the proper performance of their functions. I was con- 
scious that if that condition prevailed, I had to be on the alert for it 
to see whether or not I was going to be sabotaged as the Director. 

I studied the personnel files of all my key personnel before I went 
there, so I knew a great. deal more about them than they might have 
known I knew about them. At no time that I was in Office was I 
ever conscious of an employee not dealing honestly and fairly and 
properly with me. I was never conscious of anyone secreting any 
information or doing anything to violate the support and loyalty 
that the Director in Office should have. If they did it, they did it 
successfully for my entire tenure and I just did not know about it. 

Senator Smirnu. Mr. Kirks, there was some suggestion, as you 
doubtless recall, when this committee was first set that there had been 
a so-called gravy train and that many people in the Office were at- 
tempting to perpetuate themselves in office by prolonging the liquida- 
tion activities. 

Now, did you make any investigation—or maybe you did not have 
time, not having been there long—as to whether or not there were 
any evidences of that ? 

Mr. Kirxs. I did try to inquire into it to see whether or not that 
was true. Certainly, from the point of view of the employee in the 
Office as to whether or not he was dawdling on the job, just not get- 
ting the cases out with the hope that if he did not do them, he would 
always have to be there to do them, I was not conscious of that and 
never discovered any deliberate attempt to perpetuate themselves 
as an employee of the Government. 

I brought about some changes that got salutary effects by turning 
out more cases than had been turned out. But I do not attribute 
that to a question of their trying to maintain themselves necessary. 
But we were able to turn out a greater volume of work. 

Now, with respect to whether or not employees of the Office were 
trying to relate themselves in any way to the corporation so that 
there might be some tie-in, there was no evidence of any of that 
taking place while I was in office. 

Of course, the charge was leveled that the board of directors of 
the various corporations were being constituted solely by Democrats 
and they were running it to their best advantage. I do not think 
the facts bear that out. AII you have to do is look at the composition 
of the board of GAF, you will find 

Senator Smiru. You mean there were some Republicans on there ? 

Mr. Kirxs. I am told there were, sir, although I have never inquired 
into that matter too thoroughly, but I think there are, sir. I think 
that is true in the composition of most of the boards. 

Now, whether or not it is possible to establish, I could not establish 
it and I was not chasing a will-o-the-wisp unless there was some 
specific fact for me to proceed on, whether or not you constituted a 
board which was improper and they in turn let improper contracts 
for the corporation, there was no concrete evidence that I could ever 
put my hand on. 
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Senator Hennives. These men were businessmen, by and large? 

Mr. Kirxs. They are businessmen, bankers, and lawyers. 

Senator Hennrnes. And generally those fellows, whoever is in, con- 
tribute to both sides. That has been my observation as to politics. 
Have you reference to any specific board ? 

Senator Smiru. No, I didn’t. I was going to ask him whether or 
not he saw any evidence of a board of any particular company being 
composed in whole or in part of men who might have an Iterest 
directly or indirectly in some competitive company. As I understand, 
you probably did not have a chance to do very much of that in the 
short time you were there. 

Mr. Krrxs. I could not do as thorough an inquiry in that, Senator 
Smith, as I could have done. I did make a check of the board, a sort 
of biographical check to see whether that was true. I am not con- 
scious of any board of a vested corporation being constituted of per- 
sons in a competitive field where there might be a tendency to suppress 
the successful operation of the Government business in order to stimu- 
late their own. By far and large, I would say that the directors who 
serve on these corporations certainly do it as a public service, because 
they do not make any money out of it, certainly, and I don’t know, 
I have no personal knowledge of any of them having reaped any bene- 
fit as a result. 

Mr. Naren. May I interrupt you there? 

Mr. Krirxs. Certainly. 

Mr. Narrn. I wanted to pursue this question before when we were 
talking about the directors. Do you think it is a matter of good 
policy for a director who has been appointed through the auspices 
of the Attorney General, whoever may have been responsible for 
his physical appointment, to derive personal benefit, say an attorney 
who received his appointment as director through the vested holdings 
of the attorney to engage in legal work for that particular corpora- 
tion for which he receives substantial fees? 

We asked in a letter to you on November 20, 1952, for an identifica- 
tion by the Office of Alien Property of fees for services which had 
been rendered to all these vested corporations. Our idea was that we 
would then be able to tie these directors to certain fees which had been 
paid to them not as directors but as employees of the company. 

At that time your answer indicated that you could furnish such in- 
formation on 13 of the large corporations but that such a task was 
almost impossible for the entire vested property. I wondered that such 
a thing had never been done before. Do you think this indicates a lack 
of management by this Management and Liquidation Branch which 
you indicate is responsible for making recommendations to the director 
of certain practices which are not sound or perhaps not just exactly 
right, that they should have years ago developed such a schedule which 
would have been immediately available to you or to us? 

Mr. Krrxs. Mr. Nairn, you have this problem on which the success 
or failure of it depends on the human beings involved. It is not in- 
compatible with the overall corporate picture in America for a mem- 
ber of the board of directors of a corporation to be one providing legal 
services for the corporation, either as house counsel or his law firm 
on the outside. 
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Senator Smiru. Of course that is private business, directors elected 
by the stockholders. 

Mr. Kirks. Yes. 

Senator Smiru. We have a different situation where the Govern- 
ment is appointing the directors for whoever the owners may be. 

Mr. Kirxs. That is correct, sir, and particularly where you have 
minority interest, too, that are sort of competitive to the Government's 
position. If you have the Attorney General constituting a complete 
board of directors of a vested corporation and then that board of di- 
rectors designating a particular director to render services, whatever 
the nature may be, for which compensation is received, whether or not 
that is right or wrong, whether you are speaking morally or legally, 
that mere act—I do not know what answer you have in mind- there is 
nothing legally wrong with it. Whether or not it is morally wrong 
depends on whether or not the Government is getting fair quid pro 
quo for the services. ‘That is the light in which I always approached 
it. It did not make any difference when I inherited the situation, it 
did not make any difference who was doing the advertising for X 
company, who was general counsel or outside counsel for it, if that man 
was giving the Government a hundred cents on a dollar quid pro quo 

and no one better for the job could be found, so far as I was concerned 
he was entitled to rem: iin, irrespective of his politics, religion, or any- 
thing else. 

But if you could get better services for less money from someone else, 
I say as a matter of “cold business the person should be replaced. 

Where you are confronted with the necessity, as the Attor ney Gen- 
eral is, under the Trading With the Enemy Act, of constituting direc- 
torates of companies and. supervising the management of it, someone 
is going to have to perform the services. 

Now, a political charge can be leveled, if a man of a particular 
political faith is selected to perform any of those, but I do not think 
that is a question here, it is a question of whether he is the best man 
for the job and whether the Government is getting its money’s worth 
out of him. 

Senator Smiru. E. Leitz is a chairman. We had on the board of 
KE. Leitz Mr. Kelly, who was a former employee of the Office of Alien 
Property, Mr. Chapman, who was connected with the law firm 

Mr. Krrxs. Would you indulge me to break in there, because you 
have touched on something I do not want to get buried. I feel strongly 
that no employee of the ‘Office of Alien Property should end up in 
Alien Property after he leaves, period. And I do not think that the 
number of steps that are taken in between his employment by the 
Office of Alien Property and his eventually coming to rest in one of 
those positions has anything to do with it. I think he should be 
completely divorced from it. 

So if the man was a former employee of the Office of Alien Property 
and did not take place and would not have taken place while 1 was 
running the Office, he would never have come into that corporate 
picture by any means, because I think that the only way to keep 
sterile the proper administration of this property is to divorce any 
former employee from the picture. 

Senator Smirxn. Then you would go one step further and say that 
as soon as an employee, who was a director of a corporation as an em- 
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ployee of the Office of Alien Property, left that employ, he should 
then be immediately removed from the board of any corporation he 
served upon? 

Mr. Krexs. I think that as a matter of commonsense on his part 
he should resign and if not, he ought to be removed. Now, I am 
conscious of the fact that in several instances there were during my 
tenure men serving on a board who were no longer employees but they 
were put on the board while they were employees of the Department 
of Justice. The only reason I did not summarily dismiss them is 
because in the specific case that comes immediately to mind that man 
was deemed to have peculiar knowledge that could best be served, that 
could best serve the interest of the Office by remaining on the board. 

He was not serving in any other capacity, he was not getting any 
money out of it. His presence was indulged while I was there simply 
because I did not have time to go into the details of each specific case 
and replace him. I was a member of a board, and I resigned from the 
Department of Justice and I would not under any conditions entertain 
the idea of having remained on the board. 

Senator Smiru. I would like to hear that pursued. 

Mr. Naren. We have on the board of E. Leitz, Mr. Chapman of the 
law firm of Chapman & Keane; Mr. Kelly, who had been a special 
assistant to the Director of Alien Property. About a month before 
Mr. Kelly left the Office of Alien Property he was put on the board of 
E. Leitz. He remained on the board after his severance with the 
Office of Alien Property. There was also on the board of E. Leitz, 
Mr. Horowitz, who was an appointee of the Attorney General, and, 
if my recollection serves me correctly, two other employees of the 
Office of Alien Property, one of whom was a Mr. Raftree of the New 
York office, and Gordon C. Lamude, manager of the New York office. 

Now, in the course of the business of E. Leitz they required legal 
services and advertising service. Mr. Horowitz became the president 
designate of the company. He was not called president but he acted 
in the capacity of the president of E. Leitz and devotd almost his 
entire time to this business. 

So we were left then with two Office employees, one former Office 
employe and an attorney, Mr. Chapman. When the board met to 
consider legal fees or the retention of legal services, Mr. Chapman’s 
firm was proposed—I am not sure, I cannot remember who proposed 
his firm, but the upshot of it was that his firm, Chapman & Keane 
was retained to represent E. Leitz in legal matters, for which the firm 
received substantial fees. 

Senator Smiru. About how many would you say, very roughly ? 

Mr. Naren. $6,000 from E. Leitz and $21,000 from another firm 
ealled Ferd Mulhens, which is a vested enterprise, and on which board 
Mr. Chapman served, Mr. Horowitz served, and Mr. Kelly served. 

Mr. Kirgs. Of course you have developed a picture which I in- 
herited. When I stepped in, they were up for sale and I handled 
the sale. 

Mr. Narn. I just want your opinion as to not the legality but the 
propriety of such a situation of the Office of Alien Property allowing 
such a situation to develop. Mr. Raftree proposed, when the advertis- 
ing was considered for E. Leitz—and it was substantial, in the amount 
of $600,000, of which the standard fee is 15 percent, which yould give 
this corporation who received the business a substantial fee, in excess 
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of $60,000—Mr. Raftree proposed that Mr. Kelly’s firm of Kelly & 
Nason be retained to do the advertising for E. Leitz. Mr. Chapman 
seconded the motion and it was mane 

So here we find the only two outsiders on the board of directors 
both getting the outside business from E. Leitz and then going over 
to another interlocking, not an interlocking directorate as such, but 
with them it was an interlocking directorate, and when the proposition 
for fees, for retainers and for advertising came up, we find the same 
bat-ball play, one nominating, the other to receive this service. 

It would seem to me that it was then the duty of the Management 
Branch to immediately call that to the attention of the Director and 
say, “This just does not look right to us. Do you think we should 
do something about it? 

Senator Smirn. Of course, you presuppose that those in the Man- 
agement and Liquidation Branch were very brave men and do not 
realize that these men had more influence at the top than they had. 

Mr. Natrn. That may be true. 

(Discussion off the record.) 

Mr. Naren. At the time Mr. Chapman and Mr. Horowitz were 
appointed to the board of directors of E. Leitz, Mr. Bergson was an 
Assistant Attorney General in the Department of Justice. Mr. Kirks 
and others who had preceded him here before the committee have led 
me to believe that in the case of the selection of certain directors whom 
they term important directors, the decision of selection was not made 
by the Director of Alien Property but was made by the Attorney 
General himself or by one of his immediate assistants. 

Now, Mr. Bergson was an immediate assistant at the time these 
men were on the board. Mr. Bergson retired from the Department 
of Justice and his firm, which he immediately formed then, Bergson, 
Adams & Borkland 

Senator Henntnos. A Washington firm or a New York firm? 

Mr. Naren. Washington firm—was retained by this same board of 
directors at a $1,200 a month fee. 

Now, the picture would appear to present itself that if Mr. Bergson 
was able to appoint these men to a board and then resign and then in 
favor for his appointment, and the fact they were able to get contracts 
for legal services and for advertising that they in turn played Mr. 
Bergson a nice favor and retained his new firm for $1,200 a month 
and then Mr. Ford resigned from the Department of Justice and 
became a member of the firm. 

Senator Smirxa. Mr. Who? 

Mr. Naren. Peyton Ford resigned. Bergson and Horowitz, the 
president of E. Leitz, were roommates at Harvard. 

There is nothing illegal about this, but the picture to an investigator 
is that here we have a fraternity, at least everybody is rubbing every- 
body else’s back. At least it is not good for Government to put in 
the hands of an individual the power to make himself rich or make 
his friends rich, and these men were doing that, there is no question. 

Senator Smiru. Could that not be remedied, Mr. Nairn, and I ask 
Dr. Kirks, too, if that could not be remedied by having legislation 
enacted which would preclude the appointment of people under those 
circumstances, such as we have in the law with respect to the Bureau 
of Internal Revenue, I believe, where you cannot practice before the 
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Bureau for a period of 2 years after you have severed your connection. 
Senator Dirksen, Our latest case now on the front pages is of 
course Mr. Flanagan of the Public Utilities Commission, who having 
passed on Capital Transit rates and methods that are within the 
purview of the Commission, then goes over and takes a rather sub- 
stantial position as a public relations man with Capital Transit. 

I think we explored that before and you did indicate that there was 
in the mill some proposal now to take care of this situation. 

Mr. Scuiezincer. Yes, Mr. Chairman, There is an outstanding 
directive from the Attorney General which has been in effect now, I 
believe, for close to a year, which would prohibit this type of situation 
because it presently bars the employment by a vested enterprise, either 
as an employee or his retention as counsel by vested enterprises, of 
any employee of the Office of Alien Property for a period of 2 years 
after his employment with the Office ceased. It does not bar appoint- 
ment to the board of directors. It does bar retention as counsel or 
employment by the enterprise. 

Senator Smiry. Why should it not also bar directors? Why 
should not such a statute also bar directors, the selection of directors, 
the appointment of directors? 

Mr. Scuiezincer. I certainly do not want to make any comment 
against that suggestion. I know it was considered at a high level 
and I know at that time the directive excluded directors. 

Mr. Naren. We have been asked to determine whether sound poli- 
cies were used in the selection of services for vested enterprises. Now, 
I would like your opinion as to whether such a situation as I have 
outlined would be a sound policy. 

Mr. Kirxs. I would not have done it the same way had I been in 
office, but I prefer not to sit in judgment upon what my predecessors 
have done to develop that. 

Senator Smirn. That is the one question I had remaining. 

Mr. Kirks, did you make any effort to investigate any of the con- 
duct of your predecessors in office or did you feel that was not up 
to you? 

Mr. Kirxs. I made no attempt to investigate my predecessors in 
office. If by hearsay or directly anything came to my attention that 
questioned the propriety of anything that they had done that I could 
remedy or bring to the attention of the Attorney General, I did so. 
But I did not conduct any investigation of my predecessors. 

Senator Smirn. In other words, if the Attorney General, your 
superior, had directed you to make any further investigation, you 
would of course have undertaken it then, had you stayed there long 
enough ? 

Mr. Kirxs. Certainly. I think a very extensive investigation of 
my predecessors and employees generally in the Office was conducted 
by the FBI. But I did not Jaunch upon any investigation. 

Mr. Hayes. Mr. Kirks, you answered a letter from the former staff 
of this particular committee. That letter is in the interim report. 
It has been referred to by Mr. Nairn. That letter is dated Decem- 
ber 5, 1952, and appears on pages 46 to 48 of the interim report. In 
that letter you indicated to the former chief counsel of this com- 
mittee that the Office was only able to furnish information of the 
type about which you are being asked now as to 10 or 12 large com- 


pani 
furn 
ot he 


invo 
othe 
Mr. 
bro 
M 

N 
tal 
tha 
this 
ats 
of ¢ 
1 

am 
att 
Th 


co 


kr 














ADMINISTRATION OF TRADING WITH THE ENEMY ACT 493 


panies. You said in that letter that it would be impossible for you to 
furnish to this committee the information of this type as to all of the 
other companies involved because of the time element which would be 
nvolved in doing that. Can you indicate to us any other instances 
other than the ones in your letter in which practices of the kind 
Mr. Nairn has just interrogated you about have occurred that were 
brought to your attention while you were the head of this Office? 

Mr. Kirxs. You mean historical examples? 

Mr. Hayes. That is right. There is no implication here and cer- 
tainly I want the record to be clear that I agree with Senator Smith 
that so far as this witness is concerned you took over about the time 
this committee was constituted. It is certainly not a question directed 
at something about you—but what you know about it for the purposes 
of assisting this committee to do what it was directed to do. 

Mr. Kinks. If I can review in my mind whether or not there was 
any situation that should appropriately have been brought to the 
attention of the committee and Mr. Sapp, I am not conscious of it. 
The wording of this letter was not designed to exclude from your 
consideration anything that was appropriately to be inquired into. 

I right at the moment, and at the time this was written, had no 
knowledge of there being any other cases that were subject to inquiry. 

Mr. Hayes. You are aware of the fact that a number of investiga- 
tions by the FBI were made with relation to various companies over 
the last several years, are you not? 

Mr. Kies. Yes, sir, and I have read a large number of those re- 
ports, Mr. Hayes, if not all of them, and on the basis of the informa- 
tion that I gleaned from those reports, I made an effort to inquire 
into anything that was subject to my administration. 

Now, if something had already been closed out of the picture, it 
could have been completely wrong, but if there was nothing I could 
do about it—I had more than I could handle within the time that was 
allotted me to keep the going matters concerned, I was not interested in 
building up a historical record and I made no effort to do so. 

Mr. Hayes. You understand we have been directed by the Senate 
to ascertain whether or not in the conduct of the affairs of this Of- 
fice practices have been engaged in of the type that you are being 
interrogated about ? 


Mr. Krrxs. Yes. 
Mr. Hayes. You also understand upon inquiry of the former counsel 


of this committeee that the answer came from your Office that only as 
to certain portions of our request could you give us any information 
You are aware of that ? 

Mr. Kirxs. Yes, lam. And that, Mr. Hayes, was based upon the 
fact that the Department of Justice had certain limitations about in- 
vestigative reports, but I certainly made every effort to make avail- 
able—— 

Mr. Hayes. In the interim report on page 49 there is this state- 
ment : 


Salaries of officials are quite large in some instances, and in at least one 
instance an individual drawing approximately $7,000 per year as salary was re- 
warded with $30,000 per year starting salary by the vested business enterprise. 





Now, without naming any names in accordance with Senator Dirk- 
sen’s statement here, without trying to smear anyone, are you famil- 
iar with that instance ? 
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Mr. Kirxs. I am not*familiar with it, sir. After this report came 
out and it was the first time that this alleged condition existed, I nat- 
urally discussed it with my staff as to whether it was—who it was and 
what was involved, and we have speculated. I have never learned 
from the counsel specifically whom they had in mind. Assuming the 
accuracy of that statement, that conduct is subject to scrutiny. But 
I have no personal knowledge of it and I do not know officially who 
was referred to. 

Senator Smirn. Mr. Chairman, would it be well for Mr. Hayes and 
Mr. Nairn maybe to consult with Dr. Kirks and some of these other 
gentlemen and get at the bottom of that and at least advise us in at 
least a confidential session to start with whether or not it is worth go- 
ing into? I have heard a lot of rumors of that sort. All we want to 
do is get at the facts regardless of who they hit, if they hit anybody. 

Mr. Hayes. Without unnecessarily smearing anybody. 

Senator SmirH. Of course, all of us realize the period we are 
examining about antedates the period Mr. Kirks took office. I think 
after you have done that, we will need to have Mr. Kirks before us 
for a short session. 

Mr. Scuuezincer. Since the interim report came out, I have made 
what investigation I could and I have been unable to find any such 
individual in the records of the Office of Alien Property. I am not 
saying there might not have been someone years ago. I still have 
no idea who the report is talking about in its reference to an individual 
who went from a $7,000 Government job to a $30,000 job with private 
enterprise. I just do not know, and I have not been able to find out. 

Mr. Hares. Have you asked Mr. Rubin whether he knows about it? 

Mr. Scutezincer. I asked Mr. Rubin some time ago. He did not 
know at that time. 

Mr. Chairman, may I make one other statement ? 

Senator Dirksen. Yes, Mr. Schlezinger. 

Mr. Scuiezrnerr. I do not want to take on any extra burden of 
work, of course, because we all have plenty to do, but I am wondering 
if possibly we could be helpful to the committee in this regard: 

Reference was made early in Mr. Kirks’ testimony to those phases 
of the resolution dealing with the dissemination of enemy technology 
for the benefit of the American public. I believe in the discussion of 
the Patent Section the other day, due to lack of time, that was not 
gone into at any great length. If the committee believes it would be 
helpful, I would be glad to try to furnish for the committee a state- 
ment covering the steps taken over the years, the publication of docu- 
meuts, and so on, for the dissemination of patents and scientific tech- 
nology for the benefit of the public. 

Secondly, if you wish it, I shall be glad to furnish for the record a 
copy of the patent contract entered into between the Attorney General 
and the Schering Corp. which represents the one outstanding example 
of the attempt of the Department of Justice to make the technology of 
a 100-percent vested enterprise available widely to the American 

yublic. The policy followed in that contract of course has not been 
followed in the case of enterprises such as General Aniline & Film 
where there are minority stockholders. The adoption in that case 
of policy followed in Schering would result in the Government taking 
something from minority stockholders and making it available to the 
public. 
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Senator Dirxsen. I think those memoranda will be useful and may 
[ suggest that they be furnished to the staff for inclusion in the record. 

Mr. ScHLEzINGER. We will be glad to do that. 

(The information referred to follows:) 


SUPPLEMENTARY STATEMENT BY OFFICE OF ALIEN PROPERTY ON DISSEMINATION OF 
ENEMY TECHNOLOGY 


In Senate Resolution 245, 82d Congress, the Senate Committee on the Judici- 
iry, or any duly authorized subcommittee thereof, was authorized and directed 
to make a full and complete examination and review of the administration of 
the Trading With the Hnemy Act during the period from December 18, 1941, 
to the present for the purpose of determining whether or not during such 
period “(7) scientific and technical discoveries and technological advances 
have been made available to the public on the widest possible basis * * *.” 

Scientific and technical discoveries and technological advances subject to 
the jurisdiction of the Office of Alien Property Custodian, and of its successor, 
the Office of Alien Property, take two forms. First, such information is con- 
tained in inventions and processes disclosed in United States letters patent and 
applications therefor owned or filed by nationals of enemy countries. Second, 
such information is contained in published scientific and technical books and 
periodicals published in Germany. 

Beginning almost immediately after the establishment of the Office of Alien 
Property in March of 1942, the executive branch of the Government made the 
basic decision that such technology should be made widely available. Thus, 
as early as April 21, 1942, the President announced that he had directed the 
Alien Property Custodian, Mr. Leo T. Crowley, to take over all patents con- 
trolled by the enemy and to make them freely available for war purposes of 
the United Nations and of the national needs of the United States. In ac- 
cordance with these instructions, the Office of Alien Property Oustodian, in 
its annual report for the period of March 11, 1942, to June 30, 1943, stated that: 

“Our primary objective in the administration of patents subjected to the 
control of this Office is to promote their widest possible use. This objective is 
carried out by the preparation and dissemination of information regarding the 
nature of vested patents and patent applications, by direct promotional activi- 
ties undertaken to stimulate and broaden use of techniques and processes 
covered by vested patents and patent applications, and by a licensing program 
designed to facilitate the immediate and full use of vested patents in the prosecu- 
tion of the war program and for production of commodities essential to the 
civilian economy” (p. 59). 

In that same report it was pointed out that “Republication of scientific works 
is necessary to provide material for industries, research workers, and scientific 
societies and other organizations and professions engaged in war work” (p. 63). 
The report also pointed out that: 

“A scientific republication advisory committee, representing four leading 
national councils of learned societies, libraries, and Federal agencies interested 
in the use of research material, aids the Custodian in the selection and republica- 
tion of important scientific works. Royalty arrangements are designed to pro- 
mote republication at a minimum cost wthout granting windfall profits to 
publishers” (pp. 63-64). 

In pursuance of the President’s announced policy of making enemy-controlled 
patents freely available, the Alien Property Custodian adopted a policy of 
licensing such patents on a royalty-free, revocable, nonexclusive basis. The 
reasons for not charging a royalty on vested patents which had been owned by 
nationals of enemy countries and in which no nonenemy interest was asserted 
or claimed were explained on October 19, 1945, by Mr. Howland H. Sargeant, 
then Chief of the Division of Patent Administration, Office of Alien Property 
Custodian, in his testimony before the Subcommittee on War Mobilization, 
Senate Military Affairs Committee. Mr. Sargeant stated: 

“Our decision to license the vested patents without charging any royalties for 
their use was not made lightly. It was finally made for two major reasons. First, 
preliminary experience indicated that it would not be administratively feasible 


1 This has been stated as the policy of the Office of Alien Property Custodian and of its 
successor, the Office of Alien Property, in each of the Office’s annual reports. For a detailed 
explanation of this policy, the report for fiscal year 1944 is of particular interest. 
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to negotiate reasonable royalty rates under the large number of patents held by 
the Custodian. The concept of ‘reasonableness’ as applied to royalty rates is 
an uncertain one and it is subject to no precise definition. We have patents in 
practically every field and we do not have and cannot get the technical compe- 
tence to make realistic appraisals of their possible commercial value. It was our 
purpose to encourage the widest possible use of patents rather than to get the 
largest possible monetary return from them. The President has recently re- 
affirmed the general policy of the administration to make freely available to the 
public technical information developed with Government funds or obtained as 
the result of exploitation of the plants and laboratories of enemy countries. (See 
Executive Order 9568 and 9604. ) 

“The second compelling reason which persuaded us to adopt a royalty-free 
licensing policy was our conviction that since the patents had become the property 
of all the people of the United States they should be available to all on the 
simplest basis possible. Most of the royalties paid by the American users of the 
patents could be expected to be passed on to the consumers ofthe articles manu- 
factured or indirectly to the taxpayers. Thus, the burden of paying the royalties 
would fall ultimately on the public; in effect, the Custodian would be obtaining 
income from the public by an indirect and expensive method.” ” 

The above policies were vigorously pursued through the war years, and a com- 
mittee appointed by the President, the Executive Committee on Economie Foreign 
Policy,* reviewed and prepared recommendations concerning the disposition of 
vested patents which were formerly owned by nationals of enemy countries. In 
its report of January 4, 1946, it recommended that patents vested from nationals 
of enemy countries continue to be licensed to the extent possible on a nonexclusive, 
royalty-free basis and this recommendation was approved by the President on 
February 7, 1946. In addition, the Committee recommended that all patents 
owned by corporations in which stock was vested be made available, to the extent 
legally possible, for licensing on a royalty-free basis. 

In addition to the specific approval given by the President in 1946 to the policies 
initially adopted by the Office of Alien Property Custodian in 1942, these policies 
are in harmony with Executive Order 9604, August 25, 1945, which states it to be 
the policy of the Government that there shall be prompt, public, free and general 
dissemination of enemy scientific and industrial information, and these policies 
are also consistent with Executive Order 9568, which states it to be a policy 
objective of the executive branch of the Government to make all scientific and 
technological information owned by the Government available for general use. 
On page 45, volume II, of the Report and Recommendations submitted by the 
Attorney General to the President in 1947 covering the Investigation of Gov- 
ernment Patent Practices and Policies, the policy of making such patents freely 
available was approved. 

The basic policy objectives outlined above and approved by the President were 

on a number of occasions reported to and considered by various committees of 
the Congress. A full report of these objectives was given by Mr. Leo T. Crowley, 
Alien Property Custodian, to the Committee on Patents of the United States 
Senate, on April 27, 1942. In its report of November 13, 1944, the Subcommittee 
on War Mobilization of the Committee on Military Affairs of the United States 
Senate, acting pursuant to Senate Resolution 107, recommended that: 
“* * * seized enemy property, excluding patents, be disposed of and the proceeds 
of sale revert to the General Treasury to meet part of our war cost. Enemy- 
originated patents should remain the property of the Federal Government and 
should be made available to all American industry through a system of general 
licensing. Such a procedure should be applied not only to isolated patents but 
also to the entire patent structures of vested and supervised enemy alien prop- 
erty. Such patents are not simply physical assets of these corporations; they 
were frequently constructed in such fashion as to bottleneck American produc- 
tion.” (78th Cong., 2d sess., Subcommittee Rep. No. 4, p. 13.) 


2 Patents vested from nonenemies, i. e.. nationals of enemy-occupied countries, were made 
available for licensing on an nonexclusive, reasonable royalty basis. It was recognized 
at the ontset that these patents would ultimately. be returned, and the policy of charging 
royalties was adonted to protect the interest of the former owners. At the suggestion of 
the Department of State, this same policy was in 1945 and 1946 applied to patents vested 
from nationals of Italy and of the other satellite countries. 

° This Committee consisted of representatives of the Departments of State, Justice, Agri- 
culture, Commerce, and Treasury, the Federal Trade Commission, Office of Alien Property 
Custodian, Foreign Economic Administration, Tariff Commission, and Securities and 
Exchange Commission. 
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On July 26, 1946, the Committee on the Judiciary of the United States Senate, 
n its report concerning legislation providing for the payment out of vested 
property of debts owed to United States citizens by enemy debtors (sec. 34 of the 
Trading With the Enemy Act, as amended), recommended that the Custodian 
should not be required to sell vested patents in order to satisfy debt claims. With 
reference to vested patents, the committee stated: 

“Patents are also not being sold and, in the belief of the committee, should not 
be sold. The President has determined upon a policy of making all enemy tech- 
nology generally available. If vested eneray patents are retained by the United 
States, they may be made freely available to all persons desiring to use then, 
either by nonexclusive licenses or by dedication to the public. If, on the other 
hand, such patents were to be sold, they would be available only to the purchaser 
who could exclude all others from their use.” (79th Cong., 2d sess., 8. Rept. 1839, 

6). 

These basic policy objectives were again considered in connection with bills to 
provide for the payment of war claims to American prisoners of war and in- 
ternees. In a letter of April 15, 1947, from Mr. Tom C. Clark, Attorney General, 
to the Honorable Charles A. Wolverton, chairman of the Committee on Inter- 
state and Foreign Commerce, House of Representatives, the following comment 
was made on H. R. 2823, which was under consideration by that committee: 

“Further, the bill would require the sale of all property vested as Japanese, 
without exception. The Office of Alien Property has continued the policy estab- 

shed by the Alien Property Custodian of excepting vested patents and related 
nterests from the liquidation program. This practice follows the Government’s 
policy of making enemy technology freely available to the American public, 
and was specifically approved by the Judiciary Committees of the Congress in 
onnection with debt claim legislation.” (Hearings before the Committee on 
Interstate and Foreign Commerce, House of Representatives, 80th Cong., Ist 
sess., on H. R. 873, 1823, 1000, and 2823, p. 279.) 

In summary, it has been the policy of the Office of Alien Property Custodian 
and of its successor, the Office of Alien Property, to disseminate enemy tech- 
nology as freely and widely as possible. There are two broad classes of enemy 
technology which are involved in executing this well-established policy, viz, (a) 
patents and patent applications, and (0b) scientific books and periodicals. The 
specific measures taken to disseminate and encourage the use of each of these 
classes of technological information is outlined below. 


PATENTS AND PATENT APPLICATIONS 


At the time of the establishment of the Office of Alien Property Custodian in 
1942, it was, of course, generally known that many United States letters patent 
and applications therefor were owned by nationals of Germany and of other 
enemy and enemy-occupied countries. To identify these patents and patent 
applications, investigations were undertaken by the Office of Alien Property 
Custodian of the records of the Patent Office and of reports which were required 
by the Office of Alien Property Custodian to be filed by all persons who had or 
claimed an interest in any patent or patent application in which any designated 
foreign national had an interest at any time after January 1, 1939. The magni- 
tude of the undertaking is reflected by the fact that it resulted in the vesting 
of 45,000 patents, over 5,000 patent applications, and more than 1,000 license 
and assignment agreements under which some $27 million in royalties were 
collected. 

While this investigation and vesting was taking place, immediate considera- 
tion was given to the methods which should be adopted by the Office of Alien 
Property Custodian to insure the widest possible utilization of these patents 
and patent applications. As to the patent applications, which represented the 
results of the latest German research, it was decided at the outset that, in view 
of the possibility that some might eventually be returned to their former non- 
enemy owners, to prosecute to the issuance of a patent those applications which 
appeared to disclose inventions of value. After careful examination of each of 
these applications a total of over 4,000 were regarded as being of value and 
they were prosecuted before the United States Patent Office to secure patents. 

There were several alternatives which might have been adopted in making 
these vested patents available to industry, scientific institutions and other Gov- 
ernment agencies. First, the administration of them might have been limited 
to that of recording the vesting order in the United States Patent Office and 
leaving it to initiative and enterprise of patent examiners to unearth patents 
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which they felt their employers or clients may have had an interest in. This 
approach was rejected as too passive, and as being extremely wasteful in 
that it would require each possible user of these patents to assign already 
overworked technical personnel in war time to make an independent search of 
Patent Office records. This was particularly true of the patent applications, 
all of which, contrary to the usual industrial practice, were, as a matter of 
policy, made available for immediate use in war production by publishing the 
technical contents of the applications. 

The second alternative, which was adopted by the Office of Alien Property 
Custodian, was to take every step possible to publicize the fact of Government 
ownership of the patents, the scope and character of the patents, and of the 
terms and conditions on which they were available for use. Thus, radio sta- 
tions and newspapers were encouraged to present news stories on these holdings. 
In addition, abstracts of almost 8,000 of these patents in the chemical field 
were prepared without charge by the Chicago section of the American Chemical 
Society. Abstracts of the patents in other fields were prepared by the Office 
of Alien Property Custodian. Copies of these abstracts were offered for sale 
at prices fixed to cover the cost of printing. They were sold at prices ranging 
from 10 cents for individual classes to $25 for complete sets, and to date the 
sale of these abstracts has amounted to nearly $190,000. Sets of these abstracts, 
as well as complete libraries of the soft copies of the patents themselves, were 
maintained by the Office of Alien Property Custodian in 35 public libraries 
and Government offices throughout the country for inspection by all interested 
parties. The Office cooperated with various bureaus of the Army and Navy 
and civilian war agencies in identifying patents which might be useful in the 
war effort. In addition, special exhibits of these abstracts were had at many 
meetings and national conventions of various scientific groups (e. g., American 
Institute of Electrical Engineers, American Society for Metals, and others), and 
technical representatives were employed by the Office to hold clinics and work 
with industry to discover useful inventions. 

Immediately after the war, the Office cooperated with the Smaller War 
Plants Corporation in arranging exhibits of these abstracts in many cities to 
assist in every way possible the conversion of smaller industries to civilian 
production; these exhibits were well publicized and attracted over 25,000 
visitors. 

In addition to assembling information concerning these patents in such form 
as to enable interested persons to determine as expeditiously as possible which 
of the patents might be of interest to them, it was essential to inform all 
interested persons as to the procedures to be followed in obtaining licenses under 
these patents and the terms and conditions of such licenses. For this purpose, 
a brochure was prepared, entitled “Patents at Work.” A total of 70,000 copies 
of these were printed, and they were given the widest possible distribution. 
For example, copies were distributed to 26,200 manufacturers in every field with 
a gross income of over $500,000 per year; 4,000 copies were sent to subscribers 
of the Patent Office Gazette ; 2,000 copies were sent to daily newspapers through- 
out the United States; nearly 3,000 copies were sent to trade journals; over 
4,000 copies were sent to trade associations and chambers of commerce; and 
several hundred copies were sent to other Government agencies. Copies were 
also sent to the Members of Congress. 

The effectiveness of the methods used to disseminate information concerning 
vested patents can be measured in part by its results. More than 3,300 patent 
licenses have been issued covering a total of nearly 15,000 patents, counting each 
patent as many times as it has been licensed. These licensees are engaged in 
manufacturing a wide variety of products, and they include small, medium, and 
large industrial concerns. The aggregate value of production under these 
patent licenses has been reported by our licensees as totaling hundreds of 
millions of dollars. 

In addition to publicizing the availability of these vested patents for licensing 
and to informing all interested persons of the scope and character of these 
vested patents, several other major steps were taken to insure the widest possible 
use. Thus, the Office of Alien Property Custodian issued a so-called Release and 
Authorization, which was published in the Federal Register on July 5, 1945, 
permitting all Government departments and agencies and their suppliers to use 
without any further authorizations from the Office of Alien Property all patents 
which were vested from nationals of enemy countries and in which no nonenemy 
interest was claimed or asserted. In 1946 under the auspices of the State Depart- 
ment an international patent agreement, referred to as the London Patent Accord, 
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was entered into. Under this accord, each of the 35 signatory nations agreed 
to make available to nationals of other accord countries licenses under vested 
patents on the same basis as they were made available to its own nationals. In 
addition to the Release and Authorization and the London Patent Accord, the 
Office of Alien Property Custodian, and its successor, the Office of Alien Property, 
has pursued a program of releasing for licensing on a royalty-free basis patents 
which were previously available for use by only one concern by reason of 
assignment or license agreements entered into with enemy nationals prior to 
the war. This program has centered chiefly on patents covered by agreements 
which were in violation of the antitrust laws.‘ Under this program this Office 
joined with the Antitrust Division of the Department of Justice in a number of 
cases, With the result that several hundred very important patents which were 
previously unavailable for licensing could be licensed generally. In addition, a 
number of contracts which contained restrictive features were canceled by mutual 
agreement, and these cancellations resulted in freeing several hundred additional 
patents for licensing. 

In addition to patents which were vested, the Office of Alien Property Cus- 
todian, and its successor, the Office of Alien Property, has wherever possible 
pursued the policy objective of making available for general use patents owned 
by companies in which a controlling stock interest had been vested. Where the 
Office has vested all of the stock of a patent holding company, i. e., a company 
whose assets consisted solely of patents, it has followed the policy of liquidating 
the company as quickly as possible, distributing its patents as a liquidating 
dividend to the Custodian, and his successor, the Attorney General, and then 
licensing them on the same nonexclusive, royalty-free basis as vested patents. 

Besides the patent holding companies, there was vested a controlling stock 
interest in many manufacturing companies. These companies in the aggregate 
owned about 6,000 patents. Both qualitatively and quantitatively, the major 
holdings were those owned by General Aniline & Film Corp. and Schering Corp. 
The former of these companies has, with the encouragement of the Office of 
Alien Property. listed its patents on the Register of Patents Available for Li- 
censing and Sale in the United States Patent Office, and the company is prepared 
to license these patents on a nonexclusive, reasonable term basis. Because 
of pending lawsuits involving the stock of that company and because of outstand- 
ing minority stock interests, the Office of Alien Property has never been in a 
position to make the patents of General Aniline & Film available on a non- 
exclusive, royalty-free basis. As to Schering Corp., the Office of Alien Property 
in April of 1948, shortly after all minority interests in the company had been 
eliminated, issued a directive requiring Schering Corp. to license its patents on 
a nonexclusive, reasonable royalty basis. In conjunction with the sale of the 
stock of Schering Corp. in 1952, the Attorney General entered into a contract 
with Schering under which the company agreed to license on a nonexclusive, 
reasonable royalty basis, all of its patents resulting from patent applications 
filed between April 18, 1942, the date of the vesting of the corporation’s stock, and 
January 1, 1952. Under the contract, the Attorney General also acquired all of 
Schering’s patents resulting from patent applications filed prior to vesting. 
These latter patents are now availab'e for licensing on a nonexclusive, royalty- 
free basis. 

BOOKS AND PERIODICALS 


In addition to the technology disclosed in inventions covered by patents or 
claimed in patent applications, much enemy technology was contained in scien- 
tific books, periodicals and journals subject to copyright. The importance of this 
material is reflected by a statement made by a group of eminent American 
scientists : 

“Tf Hitler had prevented the publication in 1939 of the first papers on atomic 
fission, Germany might have remained for a certain period of time in exclusive 
possession of a true fundamental secret of atomic power.” ° 

By May of 1940, almost no copies of scientific books and periodicals published 
in Germany were available through regular channels of supply, and after Amer- 


*It is also the established policy of the Office of Alien Property to permit holders of 
exclusive patent rights obtained from enemy nationals before the war to exchange these 
rights for nonexclusive, royalty-free licenses. The patents then became available for 
nonexclusive royalty-free lnenaing. 

5 Statement of David L. Hill, Eugene Rabinowitch, and John A. Simpson, Jr., prepared 
at the direction of the Executive Committee of the Atomic Scientists in Chicago and quoted 
in Life magazine, April 29, 1945. 
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ican entry into the war these supplies were completely cut off. Because no 
private organization was in a position to close the gap in the flow of these scien- 
tific books and periodicals from Germany, the Alien Property Custodian, early in 
1943, appointed a committee of 12 persons representing other Government agen- 
cies, library associations and libraries, the American Council of Learned Socie- 
ties and research groups to advise him of the steps which might be taken to over- 
come this serious problem. 

After consultation withm this committee, the Office of Alien Property Cus- 
todian put into operation a complete periodical republication program. which in- 
cluded the selection of materials to be reproduced, procurement of original copies 
of journals obtained throughout the war from Germany with the cooperation of 
the Office of Strategic Services, the execution of reprinting and subscription 
contracts, release from paper quotas, the announcements of available material, 
and the establishment of other arrangements assuring the widest possible dis- 
semination of the more important war-urgent foreign scientific journals on a 
regular and continuous basis. Both current and back volumes were considered 
for republication. The policy of reprinting back volumes was adopted to close 
gaps in American holdings of foreign scientific journals and to satisfy research 
demand occasioned by references in current reprint journals to articles in ear- 
lier issues. A total of 116 titles were reproduced, and about 3,200 issues, com- 
prising all or parts of 282 volumes, were republished. The total income to the 
Office of Alien Property Custodian for these republished periodicals was 
$311,292.92 and the printing costs were somewhat less. 

These periodicals dealt with almost every phase of scientific development of 
interest to a nation at war. Included among these periodicals were those 
in the field of aviation, biochemistry, chemistry, electronics, explosives, 
geophysics, metallurgy, pathology, petroleum, pharmacology, rubber, physics, 
plastics, steel and iron, virus research and many others. Nearly one-half of 
the subscribers to these journals were industrial concerns; one-third were 
scientific institutions, universities, and similar organizations; 8 percent were 
other agencies of the Government; 5 percent were subscribers in the British 
Commonwealth and the remaining subscribers were libraries and hospitals. 

In addition to this republication of these scientific periodicals, the Office of 
Alien Property Custodian licensed many scientific books the copyrights cover- 
ing which were vested. As in the case of the periodicals, books published in 
Germany during the war were surreptitiously obtained by the Office of Stra- 
tegic Services. Approximately 700 scientific books were licensed to commercial 
publishers on a basis calculated to encourage the most extensive publication 
and dissemination. These books dealt with subjects of direct interest to those 
engaged in war activities, such as analysis of gases, analysis of metals, atomic 
fission, ballistics, electric amplifiers, electron emission, food analysis, magnetic 
measurement, Optics, organic chemistry, synthetics, and many others. The 
books were sold principally to industrial concerns, Government agencies and 
research institutions throughout almost all the Allied Nations. 

In licensing such scientific works, it was and remains the policy of the Office 
to fix terms and conditions which correspond as closely as possible to those 
prevailing in the trade. As was mentioned in a previous statement to this 
committee, royalties were charged for these licenses because, unlike patents, 
such books as a rule lend themselves to publication by only one publisher 
because of a limited quantitative demand therefor, and hence the licenses as 
a practical matter tend to be exclusive. Throughout the war years the Office 
fixed a maximum price which could be charged for these licensed books, and 
since the war it has permitted the licensees to fix the prices. In nearly all 
cases, the prices charged by the licensees for these books is less than those 
charged by their former German publishers. An illustration of this price 
differential is to be found in the ease of Beilstein’s “Handbuch der Organischen 
Chemie,” which before the war sold by its German publisher for about $2,000 
a set; the price of the licensee of the Office of Alien Property for the same work 
is $400. 

There is authoritative testimony as to the value of the periodical and book 
republication programs. Thus, the editor of Chemical Abstracts, Dr. E. J. 
Crane, bas informed this Office that “there is not the least doubt in my mind 
of the fact that your republication program was one of the factors which made 
the atomic bomb possible.” Iowa State College reported that “this college 
has received an ‘E’ for its research on the atomic bomb. * * * The men working 
on the splitting of the atom used, to a considerable extent, the periodicals 
which you have reprinted.” Mr. BE. K. Bolton, chemical director of E. I. du Pont 
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Nemours & Co., stated that the “republication program of the Alien Property 
istodian Office has been a caluable contribution to research.” The value 
the program of republication of these periodicals and books is reflected by 
» fact that over 600,000 volumes of them were sold, and that their purchasers 
ude probably every outstanding research organization in the United States, 
he entire program has far more than paid the administrative cost of its opera- 
; to date, the royalties in these scientific books amount to over $500,000. 
In view of the type of property involved and the use to which it is put, the 
real value of these scientific books and periodicals cannot, of course, realistically 
e measured in terms of gross sales of copies of them or of royalties which 
they produce. Their value lies primarily in their contribution to science. 


Senator Dirksen. Dr. Kirks, we are grateful to you for volunteer- 
ng to come this morning to help throw a little light on the matter 
that is before the committee and I personally am grateful to you. 

Mr. Kirxs. Thank you, Senator Dirksen. 

(Whereupon, at 12:15 p. m., a recess was taken, to reconvene at 
10 a. m., Thursday, March 19, 1953.) 
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THURSDAY, MARCH 19, 1953 


Unirep Srates SENATE, 
SUBCOMMITTEE ON THE TRADING WiTH THE Enemy Acr 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met as 2 p. m., pursuant to recess, in room 457 of 
the Senate Office Building, Senator Everett M. Dirksen (chairman of 
the subcommittee) presiding. 

Present: Senators Langer (chairman of the committee), Dirksen 
(chairman of the subcommittee), Hendrickson, Butler, McCarran, 
Smith, and Hennings. 

Present also: Edward A. Hayes, chief counsel to the subcommittee ; 
John W. Nairn, counsel to the subcommittee, William A. Kolar and 
Robert H. Hagan, investigators. 

Senator Dirksen. The committee will come to order. This is a 
hearing in the series of hearings under Senate Resolution 245 of the 
82d Congress and Resolution 47 of the 83d Congress, which em- 
powers a special subcommittee to investigate operations and activities 
under the provisions of the Trading With the Enemy Act. 

The committee has carried on a number of hearings and explorations 
of these activities in conformity with the purposes and objectives set 
out in the original resolution known as the Wiley resolution. 

We are approaching now one of the important, very important 
things in the investigation which brings to us General Aniline & Film 
and its subsidiary sales outlet and also its subsidiary corporations, 
Ozalid and Ansco. 

There is before the committee today Mr. Jack Frye, chairman of 
the board and president of General Aniline & Film. He has made a 
very special request that we could probably economize on time if he 
made a film presentation of the general activities of General Aniline 
& Film. I think the visual presentation would be very effective and 
wholesome for one thing and then set a vay good foundation for the 
subsequent statement to be made by Mr. Frye and whatever cross- 
examination and survey the committee wants to undertake at a later 
ume, 

So, to the committee if you do not know him, I introduce Mr. Jack 
Frye, whom I have known a long time in the days when he was presi- 
dent of TWA Airlines. He will preside then over this presentation. 

Mr. Frye, I think, unless you want to make a preliminary state- 
ment, we can go ahead and you probably will serve as your own 
narrator as we go along so that we get a pretty comprehensive picture 
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of the general operations of General Aniline & Film. So I now turn 
the time over to you for such disposition as you want to make of it. 

The Cuarrman. Is the witness under oath ? 

Senator Dirksen. No. 

The CHarrman. I wish he would be sworn. 

Senator Dirksen. Do you solemnly swear the testimony you are 
about to give will be the ‘truth, the whole truth and nothing “but the 
truth, so help you God? 

Mr. Frye. | do. 

Senator Dirksen. Now, Mr. Frye, proceed in your own way. 


TESTIMONY OF JACK FRYE, CHAIRMAN OF THE BOARD AND PRESI- 
DENT OF GENERAL ANILINE & FILM CORP., AND PRESIDENT OF 
GENERAL DYESTUFF CORP. 


Mr. Fryer. Thank you, Mr. Chairman. 

I have prepared a statement covering the affairs of General 
Aniline & Film Corp. and the General Dyestuff Corp. during the 
period since the companies were vested by the Government in 1942. 
I have filed a copy of this statement with counsel for the committee 
and would appreciate its inclusion in the records of this committee. 

Senator Dirksen. Without objection then, the statement that Mr. 
Frye will make will be included m sequential text in the hearings. 

Mr. Frye. Thank you, sir. 

I would like to say before we start this showing that the companies 
and I have followed the policy of full cooperation in this matter, 
beginning with Senator Wiley’s interest in 1951. We have tried to 
provide all concerned with all the information requested, as well as 
any other data that we thought would be of interest or pertinent to 
the subject. 

[ have a list of the data that has been supplied up to date and copies 
of that data are available for members of the committee and the staff. 

1 wish to offer to your committee every cooperation and express ap- 
preciation to you for the fair, constructive, and businesslike treatment 
that has been accorded the companies and myself to date by your 
staff and by the chairmen of the committees. 

We recognize the importance of your task and wish to be of every 
assistance in the fulfillment of your objectives which we believe are 
for the good of the country and the future of these two properties 
and the people who work for them. 

This slide presentation which we are about to present consists of 
material taken from a presentation which the company has pre- 
pared and used over a period of time in meetings with our sales 
people, our supervisory personnel, our bankers, and business people 
in the communities in which the companies operate. 

We will now start with the slide presentation. 

You will see pictures of the physical plants of the property, the 
operating results during the period since vesting. We have tried to 
show briefly the inherent handicaps of the companies under Govern- 
ment control, winding up with recommendations. 

We will also show briefly the picture of the General Dyestutf Corp., 
which is the sole sales outlet for our General Aniline Works Division. 

I would like to first show you how the two companies are organized. 
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f ?n hey are organized as separate corporations with their own boards of 

, directors and presidents. In the interest of coordination between 
manufacturing and sales I serve as president of both companies. 

General Aniline & Film consists of three operating divisions: 

am Ozalid, Ansco, and General Aniline Works, General Aniline Works 

7 has no sales facilities of its own; General Dyestuff is its only sales 

ul the outlet. This is a holdover from the days of German ownership and 







s inefficient and uneconomical. 

Now, 1 would like to point out some other difficulties which were 
created by General Aniline’s unique background. Prior to 1942 Gen- 
eral Aniline depended on I. G. Farben for many of its vital materials 


































RESI- and services, as shown by this chart, research and development, tech- 
IT OF nical knowhow, strategic materials and key manpower. When the 
company Was vested by the Government early in 1942, these were cut 
off. leaving some serious holes which had to be filled before we could 
operate. How we have tried to overcome these is shown in this 
neral presentation. 
; the First, I would like to show briefly on a chart the results of the 
L942, past 11 years’ operations. You will note on the left the net worth of 
Ittee General Aniline has increased from $35 million to $89 million, total 
tee. assets from $67 million to $139 million, investment in plant property 
Mr. and equipment from $34 million to $78 million, sales from $46 million 
: to $99.8 million in 1952. 

The net worth of General Dyestuff Corp. has increased by 130 per- 
niles cent also during this period, that is, from around $3.5 million to $8.6 
iter, million. 

l to This next chart shows construction expenditures by General Aniline 
l as & Film during and since the war and those of some of its principal 
i to competitors, the Du Pont Co., Eastman Kodak, and American Cyan- 

: amid. You will notice that General Aniline lagged behind these 
1€S competitors for two basic reasons, both arising out of Government 
af. ownership: First was our lack of access to equity capital, and second, 
ap- the fact that what money we could secure from earnings and from 
ent borrowings from insurance companies and banks was spent only 
ur after time-consuming study and deliberation. 

One of the problems of this company is that due to its ownership 
ry situation, the management, the boards of directors and all concerned 
ire are extremely cautious about making expenditures. They take much 
aos longer about making decisions. They check them much more thor- 

oughly and carefully and in trying to avoid mistakes, actually move 
of more slowly than do their competitors. 
- There is another point I would like to make in connection with this 
— chart, and that is almost 50 percent of General Aniline’s expenditure 
le was for the purpose of filling the gaps left by cutoff of the German 





services and supplies, and replacement of obsolete equipment. Only 
a little over 50 percent of this amount represented actual expansion 






” of production capacity. ore 
» Now, to give you a picture of the company’s physical facilities and 





operations, let us look at the General Aniline works division, our 
largest unit, manufacturing dyestuffs and chemicals. Many people 
don’t realize the extent to which dyestuffs are used. Probably every- 
thing you are wearing and almost everything in this room has con- 
sumed dyestuffs. There are literally thousands of uses for dyes and 
making them is a complex operation. 
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We have two large dyestuff plants. The largest one is in Grasselli, 
N. J. It consists of 47 buildings and has a capacity of 60 million 
pounds a year of finished products. This plant also includes our 
high-pressure acetylene products pilot plant, which is shown down 
in the righthand corner. 

The other big General Aniline plant is at Rensselaer, N. Y. It 
consists of 36 buildings with a pea ae capacity of 24 million pounds a 
year of finished materials. 

Besides these two plants, the General Aniline works division oper- 
ates a small subsidiary of the company, Collway Colors in Paterson, 
N. J., which produces a line of highly specialized pigment colors that 
are used largely in the lacquer and printing trades. 

Now I would like to show you why dyestuff manufacture is so com- 
plex. First of all, we produce more than a thousand different dye- 
stuffs. We produce them in liquid, paste, and powder form, in 

varying strengths and in many different types and qualities for use 
in both natural and synthetic fibers, in paper, rubber, metal, plastics, 
leather and almost every type of material. 

Any dyestuff has to be produced in a wide variety of colors. In 
producing these thousand dyestuffs, General Aniline works division 
uses about 50 raw materials to make 600 intermediates to make a 
thousand dyes. We take the 50 raw materials, combine them in 

various ways and process them under varying temperatures and 
pressures. This gives us what we call intermediates. These inter- 
mediates in turn are additionally processed to become the finished 
dyestuffs. 

Many of these processes take weeks and months to go through. 
Under German control, the I. G. Farben supplied the company with 
about 200 of the most important intermediates. When vesting oc- 
cured in 1942, these were cut off along with raw materials. During 
the war, allocations helped the company, allocations of materials, but 
since the end of the war the company’s raw material problem has been 
most serious because unlike any one of our major competitors, we do 
not own or control the source of a single required raw material. The 
most important of these materials must be bought from our competi- 
tors. Beta naphthol and sulfuric acid are good examples of this 
situation. 

The first is one of the most important materials used in many of our 
dyestuffs. The second is the material used in the greatest tonnage. 
Our dependence upon direct competitors for these materials is alarm- 
ing. For example, in 1951, a normal operating year, almost two- 
thirds of our beta n: iphthol came from the Calco Division of American 
Cyanamid. 

‘Over two-thirds of our sulfuric acid was supplied by Du Pont. 

Competitors naturally take care of their own needs first, so in times 
of high demand, such as we have experienced almost ever since the 
end of the war, General Aniline has been unable to get all the ma- 
terials it has needed. 

In 1951, for example, we estimate that we lost $2 million in sales 
of one type of dyestuff due to shortages of sulfuric acid. Besides 
that, our costs of materials are subst: intially higher than those of our 
competitors who manufacture the materials and who control sources 
of raw materials. We pay $22 a ton for sulfuric acid. We have 





sselli. 
illion 
S our 
down 


ae 
nds a 


oper- 
‘rson, 
; that 


com 
dye- 
Mn, in 
r use 
stics, 


adn 
ision 
ke a 
n in 
and 
nter- 
shed 


ugh. 


with 
‘ OC- 
ring 
but 
been 
e do 
The 
veti- 
this 


our 
age. 
rm- 
wo- 
can 


ADMINISTRATION OF TRADING WITH THE ENEMY ACT 507 


estimates to the effect that our competitors who manufacture this 
material secure it for less than half that cost. 

Also, in 1951, the cost to us was nearly a million dollars in premium 
or above-market prices to get raw materials to try to keep our plants 
running. At the time of vesting, GAW’s facilities for marking its 
own intermediates were limited to about 50 percent of its needs. Fur- 
thermore, it didn’t have the research organization to develop know- 
how for making intermediates because, as you have seen, all basic 
research was done in Germany, so GAW had to establish a research 
program. 

Our central research \aboratory at Easton, Pa., was set up as rap- 
idly as possible. Its first assignment was to work out processes for 
making these strategic intermediates, Within a few years it devel- 
oped the necessary processes for making 75 percent of these interme- 
diates, and either developed processes for doing without the balance 
or made arrangements to Seay those domestically. 

To date we have spent a million and a half on physical research fa- 
cilities and believe that we have an able research staff. 

Now, our research and development has cost us an average of $4 
million a year since 1944, as compared with a half million dollars a 
year before the war when the Germans supplied the basic research 
and development. Our research program was necessary, first, to keep 
us abreast of competitors in the quality of products. In dyestuffs, 
there are constant improvements being made a all the people in the 
industry. They require substantial research; no product remains 
static very long. 

In addition, new materials come along, new synthetic fibers, that 
require entirely new dyeing materials and processes for handling 
them. 

Then a company such as this must develop new lines such as our 
acetylene program which I will discuss a little Jater. 

The largest profit in the chemical industry is based on new prod- 
ucts and new lines. When companies come out with a new product, 
they generally have a very satisfactory profit, but as competition de- 
velops, other people produce competitive items, prices go down, and 
the profit gradually is lowered. 

Despite the limitations on equity financing, the General Aniline 
Works Division has seen an increase in gross fixed assets of $22 mil- 
lion since 1942. Some money was used to replace obsolete equipment 
and much had to be used for facilities and services previously sup- 
plied by I. G. Farben. This includes our research laboratory, pilot 
plants, and such things as the new intermediates building shown 
here. 

It may be of interest to you that the extensive amount of glass block 
in this building serves a special purpose. Operations such as this are 
subject to explosions. This glass block is designed in the building 
so that in the event of an explosion in the building or around there, 
the glass block blows out without damaging the main structure of 
the building. 

While dyestuffs and intermediates are the GAW division’s main 
present business, its future depends greatly on its research and ex- 
ploration in new fields. To us, the most promising new field is the 
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high pressure processing of acetylene. Our interest in this process 
is the result of the acquisition by General Aniline prior to 1942 of 
some basic acetylene patents from I. G. Farben. The American man- 
agement of the company has felt a responsibility to develop these 
ideas. 

Other companies today make acetylene products but they make them 
by low pressure processes, whereas, only General Aniline possesses 
the know-how and patents in this country covering the high temper- 
ature and high pressure processing of acetylene. When acetylene is 
processed with formaldehyde under high pressure, it produces such 
products as polyvinyl-pyrrolidone, a plasma extender now being 
stockpiled by the Government; it produces synthetic fibers, cosmet- 
ics, drugs, antiseptic fungicides. 

When it is processed under high pressure with alcohol, it gives 
the products seen on it right along with many other things. 

We have reached the point in our research and development where 
the management believes that we will need around $15 million by 
the end of this year to build a commercial acetylene products plant, 
if the company is to benefit as it should from its acetylene investment 
and research to date. In order to carry on this development, we did 
build the only high-pressure acetylene products pilot plant in the 
United States at an investment of almost $214 million. 

This slide shows part of the concrete and steel barrier which pro- 
tects workers from an accidental explosion. Acetylene, of course, is 
a highly explosive and dangerous material to work with. 

We saw earlier that all GAW products had to be sold through 
General Dyestuff Corp. I think you will agree that sound business 
practices would dictate a merger of these two companies. However, 
Jegal involvements have, except for short periods of time, prevented 
amerger. Nevertheless, it was essential that we coordinate the activi- 
ties of the two companies to obtain maximum economy and control 
over both the production and sales effort. This was attempted by 
having certain key personnel occupy similar positions in both com- 
panies. 

This chart is a schematic view of the organization of General 
Aniline, showing the board, president, vice president of operations, and 
our operating committees. 

Here is a similar breakdown of the General Dyestuff organization. 

Now, by overlapping these two slides, we can see what the coordina- 
tion plan accomplished. The areas in green represent those positions 
now held by people serving both companies. Five of the General 
Aniline directors also serve on the General Dyestuff board. 

As I said before, I serve as president of both companies. In ad- 
dition, the executive vice president of General Dyestuff also serves 
as vice president of operations of General Aniline’s dye and chemical 
division and we have established committees with members of both 
organizations to iron out sales and production problems. 

In other words, we are doing all we can to make two separate corpo- 
rations operate in a well-integrated manner. 

General Dyestuff Corp. has eight branch sales offices and ware- 
houses throughout the country, such as this one in Charlotte, N. C. 
In addition, it has six service laboratories throughout the country. 
This number includes our large applications laboratory which occupies 
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more than an entire floor of GDC’s block-long headquarters in New 
York City. : 

That briefly gives you the picture of General Aniline’s works di- 
vision and its sales outlet, the General Dyestuff Corp. 

The next division in size is Ansco, the oldest photegraphic materials 
manufacturer in the United States. Mathew Brady, celebrated pho- 
tographer of the Civil War period, used Ansco film in photographing 
many of the great men of that time, including President Lincoln and 
General Grant. 

The Ansco plant at Binghamton, N. Y., is the largest in that city, 
with about 3,800 people on its payroll. 

The plant ana film, photographic chemicals, sensitized paper, 
cameras, and accessories. f 

The production of photographic film and paper is a very pains- 
taking and expensive operation. This is perhaps the principal rea- 
son why only two or three other companies are in the business. Film- 
making is largely carried out in total darkness and under precise 
temperature and humidity conditions. 

Ansco, like GAW, has to rely heavily on competitors to supply it 
with raw materials such as paper base, cellulose esters, and others, 
and it too suffers from shortages and high cost of materials. 

Here I would like to point out that competitors of General Aniline 
& Film or the General Aniline Works and Ansco were beneficiaries of 
modern Government-built facilities during the war and that they 
acquired many of them subsequently at low cost. None of the General 
Aniline divisions received such benefits. So a comparison of GAF 
growth and profits with those of its competitors should take this 
into account along with all of the other handicaps inherent in our 
disputed ownership situation. However, we believe we have made 
substantial progress in improving the quality of most Ansco products 
as well as developing several important new ones. 

Here is a sample of a color photograph made on our latest Ansco 
film which demonstrates the great variety of hues and shades that it 
can capture. It has a property which, as you can see, seems to endow 
it with a three-dimensional effect. 

Another of Ansco’s new products is a color film for commercial 
motion-picture use. In 1951, Metro-Goldwyn-Mayer produced The 
Wild North, using this film, and last year other movies were photo- 
graphed on Ansco color, 

Eight feature productions, using Ansco film, are scheduled for the 
first half of this year, of which six will be produced by MGM. 

Unlike Technicolor, Ansco requires no special cameras or equipment 
or processing and for this reason, as well as its color quality, Holly- 
wood producers are greatly interested in it. 

Before leaving the Ansco Division, I might say that the 1952 results 
show a 26 percent gain over 1951 in net income after taxes against 
a decline of 7 percent for its principal competitor. 

Now I would like to discuss the Ozalid Division which manufactures 
reproduction machines and sensitized materials for use in offices, 
banks, engineering firms, and many types of businesses. 

Ozalid’s main plant is located at a City, N. Y. It has two 


other plants, one in Detroit and one in Oakland, Calif. It has more 
than a thousand employees and an annual payroll of $414 million. 
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In 1952 the division’s net profit after taxes was an all-time record, 
58 percent over 1951. Fourteen other major companies reporting 
in the office equipment field showed a 4-percent decline for the same 
period. 

In 1952, Ozalid produced nearly 2,900 machines such as you see 
here, but the production of sensitized papers and other sensitized 
materials is the biggest source of Ozalid’s revenue. 

Papers are coated by Ozalid on machines such as this. This one 
is three stories tall and takes 228 feet of paper just to thread it before 
it begins operation. 

This next slide was made on an Ozalid process called Ozachrome. 
In fact, this entire presentation was made with GAF products. 

The color pictures were all made on Ansco color film, and other 
slides, like the one you see here, were made with Ozachrome. 

General Aniline Works color-forming dies and chemicals were used 
in the making of each slide. 


That briefly is the story by divisions, but there are several other mat- 
ters I want to mention. 

As I indicated before, 1942 marked the first time in GAF’s history 
that it had to stand on its own feet without the help of I. G. Farben. 
This slide contrasts the condition in 1942 as to trade-marks, number 
of foreign distributors, research costs, additions to plant, and cash on 
hand, with the situation at the end of 1952. 

The company’s patent portfolio in 1942 consisted of 4,200 United 
States patents and applications, almost half of which have since ex- 
pired and a few abandoned, but since that time over 4,300 new United 
States and foreign patents and applications have been processed by 
our patent department. 

When I came into the company in 1947, there was no organized or 
consistent program with respect to industrial design and packaging. 
Each division had its own colors, insignia and type of packaging and 
packaging consultants. I employed Raymond Loewy to work on this, 
for General Dyestuff and all of General Aniline’s divisions, and this 
slide shows the present packaging appearance of many of our prod- 
ucts. 

These products are used in connection with the production of fibers, 
plastics, papers, leather, rubber, drugs, farming, building materials 
like roofing and paints, in fact, most basic industries. e supply 
such customers as General Motors, General Electric, Procter & 
Gamble, Lever Bros., Colgate, Ford Motor Co., Burlington Mills, the 
Aluminum Corp., Sherwin-Williams, Metro-Goldwyn-Mayer, U. S. 
Rubber, International Business Machines, A. & P. Stores, and others. 

Today, in addition to its production and research facilities, General 
Aniline & Film and General Dyestuffs maintain 31 sales offices in the 
principal United States cities. Over 1,300 of our employees are en- 
gaged in sales or sales supporting activities. Their effort is rein- 
forced by more than 1,800 domestic distributors. 

But domestic sales are not the whole sales story. Prior to 1942, 
GAF and GDC were almost wholly restricted from foreign markets 
by agreements with I. G. Farben. Under American management 
and especially since the end of the war, the companies have estab- 
lished a position in the highly competitive world markets. Today 
General Aniline is engaged in manufacturing operations in Italy 
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and in Canada in companies owned jointly with nationals of those 
countries. In both of these cases the GAF contribution for approxi- 
mately 50 percent interest in the companies was knowhow, not money. 

In addition, Ansco, Ozalid, and GDC now have about 150 foreign 
distributors handling their products. Over the past 5 years our ex- 
ports have averaged about 10 percent of our total sales, 

I want to take a minute for a chart showing production increases. 
Here we see average production in 3 years prior to vesting contrasted 
with the last 3 years. The increases should be read against the 56- 
percent increase in personnel. 

Now I would like to show you the profit picture by divisions for 
recent years. This chart shows the profit picture at Ansco and 
Ozalid as a percent of net sales before taxes. I would like to point 
out that in both the cases of Ansco and Ozalid their profit records 
were very spotty. This chart only goes back to 1945, but the same 
holds true of a good many prior years, 

I came into the company in 1947 and was first impressed with the fact 
that Ozalid, while its sales had been going up at a substantial rate, had 
no satisfactory profit record. As a result, a study of the management 
of Ozalid, of its product line, of its methods of manufacture, dis- 
tribution, was undertaken and the division was reorganized in 1948, 
with new top management. You can see the results since. Its 
sales have gone up very substantially from around the $9 million level 
in 1948 to over $17 million last year. The profits in relation to sales, 
net profits, have been very satisfactory and we anticipate in 1953, 
that the same kind of record will be true. 

In Ansco, Ansco had a market following the war for about every- 
thing it could make through 1948. The profit figure of 13.7 percent 
in 1948 was largely fallacious in my opinion because it manufactured 
a great deal of materials that it didn’t sell in 1948. The result was 
that it found itself in 1949 with excessive inventories, much of it in ma- 
terials of inferior quality, so that we had to take substantial write- 
offs and losses and that division underwent a reorganization similar 
to that of Ozalid in 1948. 

You can see that it recovered in 1950 and has shown a pretty sat- 
isfactory profit record since. 

The next chart shows the General Aniline Works, the General 
Dyestuffs Corp., and Collway Colors, which are all related. Collway 
Colors’ profit ratio first has been very satisfactory right along. How- 
ever, 1952 was a very bad year for the General Aniline Works, as you 
can see. This was partly due to the textile slump, partly to a long 
strike in the acai plant for almost 4 months, partly to the con- 
tinuing effect of the weakness of our basic competitive position, hay- 
ing no raw materials position under it, and high sales cost on top of it. 

Now about 85 percent of the General Aniline Works output goes 
to the textile industry. I would like to show you a chart here as to 
what happened to some important companies in the textile business 
in 1952 which I think has some bearing on the General Aniline Works 
results. Those companies on there are all important customers of 
the General Aniline Works. We have some profit figures on all the 
reports that have been made in the textile industry, and the decline in 
profits for the industry was not much less than that of the General 
Aniline Works Division. 
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Despite handicaps, the main effort has been to improve the com- 
pany’s profits, and we have constantly worked since 1947 to reduce 
the number of loss items in our product line. 

This slide shows the results of our efforts in that direction. You 
will note that Ozalid, the division that I am most proud of in the 
way of performance, came down from the worst position, 34.5 percent 
of its products being loss items in 1947, to only 2.8 percent in 1951. 
We don’t have the 1952 statistics on this situation available yet or they 
would have been shown. 

Like any business, General Aniline pays taxes. Strangely, many 
people believe, due to our Government ownership that we do not pay 
taxes. Overall for the period since vesting, General Aniline paid over 
$79 million in taxes, and this does not include Federal or Staite taxes 
paid on purchases nor excise taxes. 

Plus this, the company has paid the Government about $9,300,000 
in dividends. During the same period, General Dyestuff paid almost 
$9 million in taxes and over a million dollars to the Government 
in dividends. 

Along with increased production, taxes and inflation, the payroll 
has grown, too, though the number of people on the payroll has been 
substantially reduced since I became president in 1947. 

The column on the right shows that the average output in dollars 
per employee has increased during the past 5 years from $7,900 to al- 
mos $12,900, indicating to some extent, I believe, a more effective 
use of manpower. 

One more reference to our personnel: We are quite aware of the im 
portance to the company of the loyalty of those people who have been 
with us a long time. Each of our plants has a very active oldtimers’ 
group and the annual oldtimers’ dinners at the plant sites, during 
which the management makes a report on the company, are important 
gettogethers. Twelve hundred of our employees have been with the 
company 15 years or more. 

To sum up, I want to enumerate the following: First, the General 
Aniline Works Division must have large sums of money to correct 
its basic materials weaknesses, also to manufacture new chemicals 
such as its acetylene products, if it is to remain competitive in the 
industry. 

It must also acquire the General Dyestuff Corp. in order to bring its 
cost of selling down to a competitive level. Second, Ansco needs 
substantial funds for expansion to exploit its products, especially 
in the motion picture and television fields. 

Third, the Ozalid Division needs ad led working capital to finance 
its growth and to exploit new products of its research and 
development. 

The funds required for all these purposes cannot be had except 
through equity financing in the hands of private owners. In our 
present status, it is very difficult to attract or retain people of the 
caliber required in management and in the technical and sales staffs. 
Unlike privately owned companies, General Aniline and General 
Dyestuff Corp. cannot offer such inducements as stock ownership, 
profit-sharing, nor stability as the future policies and programs. 

There is constant speculation about possible changes in ms Ce ott 


and ownership. I would like to mention this briefly: Mr. S. H. Wil- 
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liams, vice president and general manager of the General Dyestuff 
Corp., who has been with the company over 25 years, has written this 
tome: 

Our competitors use our present status as a means of enticing trained personnel 
to leave our employ. 

Mr. Forrestal, vice president and general manager of the Ansco and 
Ozalid Corps., recently sent me a newspaper clipping carrying the 
headline: 

Shakeup of General Aniline management is indicated by Justice Department 
chiefs. 
and he wrote me as follows: 

I don’t need to tell you how difficult it is to operate a business the way it should 
be operated in the face of this unfavorable publicity. We have lost many of our 
best people during the last few years, and those who have remained with us are 
affected by the continuous flow of rumor and speculation. It is hard to maintain 
morale. Our salesmen are compelled to spend a larger percentage of their time 
answering questions about the status, difficulties, and future of the company. 
We even have difficulty in getting experienced people in the company to accept 
promotion to responsible positions. 

I want to mention a couple of other things that apply to this situa- 
tion. Our people tell me that before the company was vested for 3 
years that they had great difficulty in sales because of publicity about 
German ownership. They attempted during that time to explain to 
customers and to employees that the company was Swiss owned. Then 
the Government seized the company as a German-owned company, 
proving to many of our employees, customers, and so forth, that they 
had not been told the truth. 

Our people tell me that they now have great difficulty getting our 
personnel to believe what we now tell them because of this past expe- 
rience. So many of our own people even doubt the facts. 

Now I would like to show you a slide which shows the changes of 
management and jurisdiction that we have been under since vesting. 
The company has been, as you can see, under the jurisdiction of 6 Alien 
Property Custodians and 5 different Cabinet officers. Thirty-six 
directors have resigned from the board. It has had four presidents. 
Ansco has had five operating heads. General Aniline Works has had 
five heads. Ozalid has had four managers. Our research program 
has had nine directors. Over 82 key employees, earning at least $10,- 
000 a year, have left the company for one reason or another. 

Government control restricts freedom of action and business ar- 
rangements. For example, contracts outside the normal course of 
business are submitted to the Office of Alien Property for approval. 
Much of our time must be spent in explanations of business decisions 
that other companies execute as a matter of course. 

I want to emphasize that we have generally had the cooperation of 
the Attorney General and the Office of Alien Property, but it is true 
that in the past year and a half or 2 years, action on several important 
matters has bogged down. Delay in approval of business matters 
works to destroy the advantage of the proposed action many times. 
Aggressive management is discouraged. 

Now I would like to mention the effect of the large amount of pub- 
licity, not only in our plant city newspapers but throughout the coun- 
try, which the company’s status gives rise to. It is disturbing to our 
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employees, customers, and suppliers. I have large chipping books full 
of publicity out of single-plant cities, publicity of this type. The 
harm it causes is great and it is of course discouraging to the manage- 
ment which is trying to carry on an effective nee 

I am convinced, as I was in 1948 when I made a report to our board 
of directors on the matter, that the company cannot continue to sur- 
vive these conditions. At that time I urged a return to private owner- 
ship. Since then I have discussed the subject with the Attorneys 
General, the Directors of the Office of Alien Property, at our board 
meetings and at our annual stockholders meetings, and with many 
Members of Congress as well. The members of the board as well as 
management consultants who are familiar with the company’s affairs 
all agree that a sale of the company to private owners is necessary. 

Management improvising may bring periods of temporary improve- 
ment in earnings, but the real worth of the company and its potential 
usefulness to our country can only be developed under private owner- 
ship, free of the extraordinary handicaps outlined above. 

I would like at this point to sum up the great potential usefulness 
of these companies to the country. These are areas of usefulness em- 
bracing almost everything in our material progress, protection, and 
well-being. Our products go into or are used in connection with 
most of our necessities and comforts and many of our luxuries. Gen- 
eral Aniline helps to produce the Nation’s needs along the lines of 
shelter and housing, food, clothing, fuel, health, transportation and 
communication, manufacture of machines and foundry operations, 
even in the operation of the Government. We supply many materials 
for everyday necessities, and in national defense we supply the syn- 
thetic blood plasma, materials that go into radar, instruments, deter- 
gents, rocket propellants, and many other things. 

Last, in connection with atomic defenses we make materials for 
decontamination following atomic explosions. 

At this point the blood plasma substitute would be of the greatest 
importance if we were to have an atomic attack, the saving of the 
lives of tens of thousands of people. Along this line, General Aniline 
is the only company in this country prepared to manufacture that 
material. 

Finally, I would like to say that legislation by the Congress appears 
to be the only answer. To the members of this committee I want to 
urge the passage of legislation during this session to permit the sale 
of the companies. 

Now, sir, if I may, I have just a little following comment I would 
like to make before I finish. 

Senator Dirksen. Is that the end of the film? 

Mr. Frye. That is the end of the film. 

Senator Dirksen. Suppose then we admit a little light. 

Mr. Fryr. We have some books prepared here which have most of 
the statistical information that you were shown on the screen. You 
may want to refer to them from time to time. I will have them passed 
out. Then I would like to comment with respect to the other specific 
areas of interest, such as the company employment of personnel, the 
company employment of external services such as engineering, finance, 
insurance, all of the areas which might be subject to interrogation. _ 
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Senator Dirxsen. Are all those incorporated in the statement that 
was filed? 

Mr. Frye. This is still another thing, sir, I have studied these 
subjects. The questions of salary and fees to people inside the com- 
pany as well as external services, and I can say that the management 
and board of directors have been exceedingly conscientious and care- 
ful in the employment of people and services. We have tried to 
employ only necessary people and services. We have tried to employ 
outside services of unquestioned standing and ability. An inquiry of 
this sort has always been anticipated. I have a great deal of detailed 
information on these subjects and will be glad to answer questions or 
discuss them to the extent that you would like to have me do so. 

Thank you, sir. 

(The prepared statement of Mr. Frye follows :) 


STATEMENT OF JACK FRYE BEFORE SENATE JUDICIARY SUBCOMMITTEE ON 
ALIEN PROPERTY 


I, INTRODUCTORY STATEMENT 


My name is Jack Frye. I am chairman of the board and president of General 
Aniline & Film Corp. and president of General Dyestuff Corp. I have held these 
positions since 1947. 

In 1942, the majority of the stock of both companies was seized by the Govern- 
ment under the Trading With the Enemy Act. The Government now holds 98 
percent voting control in General Aniline and 100 percent in General Dyestuff. 
It is my purpose in this statement to give you a clear picture of these companies 
under Government ownership. Due to the complexities involved, however, my 
statement would probably be unduly lengthy if I sought in it to cover all the 
problems fully. Therefore, I shall restrict my statement to what I consider the 
most important matters. I shall, of course, be happy to try to answer or get the 
answers to any questions you may have. 

Let me also say at the outset that I and the other employees are proud of 
these companies. We are proud of the record they have made under very trying 
conditions. Immediately after seizure the operating emphasis was, of course, 
directed principally to furthering the war effort. But the ultimate aim has been 
to operate the companies insofar as possible in such a way that they can be 
returned to private ownership in a position to compete effectively in the American 
economy. We believe that, in considerable measure, we have achieved this 
objective. And we are proud of it, because we have done it despite severe handi- 
caps inherent in the facts of former German control and present Government 
ownership. Our earnest hope is that what transpires at these hearings will not 
detract from the good name of the companies or their ultimate value to the War 
Claims Fund. For to the extent this happens, both our aim and, I am sure, the 
aim of this committee will be defeated. 


II, THE COMPANIES UNDER GERMAN CONTROL 


To understand GAF’s operations under Government ownership it is desirable 
to understand how it was operated under German control. Under the Germans, 
the main outlines of the physical properties and product lines of the three oper- 
ating units were about the same as they are today. General Aniline Works, 
Inc. (now General Aniline Works Division), manufactured dyestuffs, textile 
auxiliaries, and specialty chemicals in plants located at Grasselli, N. J., and 
Rensselaer, N Y. Agfa-Ansco Corp. (now Ansco Division) manufactured 
cameras, film, and photographie accessories in plants at Binghamton, N. Y. 
Ozalid Corp. (now Ozalid Division) made whiteprint machines and sensitized 
materials in its Johnson City, N. Y. plant and additional sensitized material in 
a smaller plant at Detroit, Mich. General Dyestuff Corp. was and still is, the 
exclusive sales agent of General Aniline Works Division. 

These units and General Dyestuff, however, were not self-sufficient, but were 
operated as appendages to the I. G. Farben. They were dependent in a number 
of ways upon their parent. So long as the German control existed, this worked 
to the companies’ advantage, as Germany had long been the world leader in the 
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organic chemical industry. But when the ties with Germany were cut off by 
tthe war major problems were created which management has been attempting 
to solve ever since. Some of these problems have been solved, but it will be 
extremely difficult to solve others while the companies remain in their present 
status. I shall name a few of the most important. 

1. Key personnel.—The German management did not rely upon the develop- 
ment of American-born executives within the company. A considerable number 
of top executives and important technical men were of German background and 
training. When the war began most of these men were discharged for security 
reasons. American management was hard-pressed to replace them because of 
the competitive market that existed for capable personnel. 

2. Research.—To compete today and stay competitive in the future it is essen- 
tial for a chemical company to have first-rate research. Research is necessary 
both for the development of new products and more efficient use of the products 
at hand. Practically all of GAF’s significant research as well as its patents 
stemmed from I. G. Farben in Germany. ‘The know-how was also developed in 
Germany and installed in the company’s plants by technicians sent over from 
Germany. Consequently, when the war began, GAF, unlike its competitors, 
was without research facilities of any consequence, and, in addition, lost know- 
how through dismissals of key technical employees. 

3. Basic materials.—Prior to the war most of the basic materials and inter- 
mediates from which dyes are made, as well as most sensitizing dyes and color 
formers, used by Ansco and Ozalid, were procured from or through Farben. 
With the outbreak of the war, the company had to rely on its own competitors 
in this country for the most important of these materials. 

4. Policy.—Policy was not completely in the hands of local management. One 
of the most serious effects of this was that when the war began, the product 
line, part of which had been supplied by the Germans, was not complete. An- 
other effect was that the companies were denied export markets. These and 
the relevant patents and trade-marks were reserved to Farben. 


1II. THE COMPANIES UNDER GOVERNMENT OWNERSHIP AND AMERICAN MANAGEMENT 


Personnel 

The replacement of the executives and technical men dropped for security 
reasons was difficult enough in itself. The task was made even more burden- 
some by the need to find additional men required to supply new services pre- 
viously performed by I. G. Farben, such as research, development, and patent 
departments. 

In my view, these posts are now staffed by able and competent men. But we 
have had, because of our abnormal status, great difficulties in finding and keep- 
ing able key personnel. In addition, we have had more than the usual problem 
of ridding ourselves of those persons who didn’t develop on their jobs or who 
turned in inferior performances. During the war, the trouble was common to 
all companies. Since the war, we have not been able to compete with other 
major chemical companies in matters of key personnel, because, in contrast to 
us, they have been able to offer relatively secure features. GAF cannot do 
so because of the obscure future of the company itself. Thus, we have suffered 
a high turnover in key positions. This is witnessed by the fact that from the 
time of vesting to the end of 1952, 82 men in the executive category ($10,000 or 
more a year) have left the company, the majority going to other chemical con- 
cerns. If you consider that there are only about 120 men in the executive 
category, the magnitude of this turnover is brought into focus. 

To the extent the company could, it has sought to make employment with it 
as attractive as possible. A broadened retirement plan has been in operation 
since 1944. Salary evaluation procedures were started in 1945 which provide 
Salary range rates measured against job responsibility. Since May 8, 1952, 
the board of directors has recommended to the Attorney General the adoption 
of an executive incentive compensation plan similar to those in wide use 
throughout the chemical and other industries. 

In the field of labor relations the company has not only raised wages sub- 
stantially but has also instituted a comprehensive benefits program. Incor- 
porated into this program are paid vacations, holidays, termination pay, bonuses, 
group insurance coverage, a retirement plan and many other benefits. 


Research and development 


GAF was practically without researeh facilities when American management 
took over. In 8 years before seizure it expended in research and development, 
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in relation to net sales, about one-third the amount expended by the average 
American chemical company at that time. In considerable measure this was 
due to the fact that Farben undertook the major portion of important research. 
Without vast improvement in this field, it could not hope to compete. Conse- 
quently, in 1942, management established the Central Research Laboratory at 
Easton, Pa. As of the end of 1952 the size of the Central Research and Divi- 
sional Research staffs had increased to 323 people. 

Our accomplishments in this field are a matter of special pride when we take 
into account the newness of the activity and turnover in supervision. Research 
has contributed importantly to the company’s sales position and should continue 
to do so in the future. Within the past few years our research and development 
program has placed more emphasis on long-range projects; this move should 
bring greater stability to the program as well as make it more economical. 
With your permission, I should like to mention some of our accomplishments 
in this field. 

1. A new negative-positive color film with superior characteristics. This 
has placed our Ansco Division in an advantageous position in the Hollywood 
market, and for the first time offers some competition to Technicolor’s predomi- 
nant position, Metro-Goldwyn-Mayer has already produced two full-length 
pictures. The Wild North and Vaquero, using this film. Altogether eight 
feature productions using Ansco film are scheduled for the first half of this 
year. Five of these are the new three-dimensional type. Ansco film, unlike 
Technicolor, requires no special cameras or equipment, and for this reason, as 
well as its quality, other Hollywood producers are enthusiastic about it. 

2. New dyes and dyeing techniques, especially those introduced for use on 
new synthetic fibers. Typical of this is the successful method of fiberglass 
dyeing worked out in cooperation with Owens-Corning Fiberglass Co. 

8. Brightening agents, now widely used by soap manufacturers in their 
clothes-washing soaps and powders. The company also has further developed 
and improved synthetic detergents. 

4. The new Ozamatic table model machine adaptable for office work. 

5. Improved the methods of manufacture and developed additional uses for 
carbonyl! iron powder. This product is used extensively in the making of high 
quality cores for use in radio, television, and radar. 

6. Improved chemical processes and products in the new chemistry of reacting 
acetylene gas under high pressures and temperatures. Ordinarily acetylene gas 
is a hazardous raw materiai to handle because of its tendency to detonate 
under high pressures and temperatures. But the improved techniques developed 
by GAF make it possible to work it in comparative safety. Even before the 
war ended two of our commercial acetylene-based products played important 
wartime roles—our polectron as a mica substitute in the proximity fuse and 
radar; and our koresin as a unique tackifler for synthetic rubber. From two 
families of intermediates made from acetylene, GAF’s development work is well 
advanced in interesting products for anesthesia, crease-proofing of textiles and 
hardening of resins, rocket fuels, raw materials and auxiliaries for synthetic 
fibers, plasticizers, antiseptic-fungicides, cosmetics, pharmaceuticals, including 
PVP (polyvinyl-pyrrolidone), a very important blood plasma extender (ap- 
proved by the National Research Council for stockpiling), and many others. 
Other development is under way. 

These developments bring us in turn to the patent department. The rewards 
of research and development would go for naught without patent protection, and 
the new manufacturing processes and products require guidance to avoid con- 
flict with patent of others. Under the German management the greater part 
of patent activity was conducted by Farben in conjunction with a local patent 
firm. With the cutoff of Farben and the subsequent dissolution of the patent 
firm, the carrying forward of the numerous and intricate patent services and 
filling in of the voids occasioned by the cutoff was of great immediate concern. 

At the time of seizure, GAF’s portfolio of patents, practically all of which 
were derived from Farben, consisted of about 4,200 United States patents and 
applications. These represented, among other things, a suggestive technical 
backlog from which GAF’s research and development department could draw 
as it came into being and grew. All of the patents in this category have been 
made available for licensing on reasonable terms subject to negotiation. 

In addition to servicing these patents, our patent department has since filed 
a total of 4,300 United States and foreign patent applications and some 1,300 
trade-mark applications. Along with its substantial domestic activity in 
negotiation of licenses, rendering opinions on infringements, patentability, and 
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various other problems, it was also confronted with a unique foreign problem. 
Under German control the foreign market and the foreign counterparts of 
GAF’s patents and trade-marks were retained by I.G. Farben. This necessitated 
exploring the barriers and opening the export channels to GAF products as 
well as the creation of an entirely new foreign trade-mark and patent position 
as quickly as possible. This, too, has been substantially accomplished and GAF 
is now exporting freely to world markets. 
Basic materials 

The problem of securing basic materials was and still is perhaps GAF’s great- 
est single weakness, and the one most difficult to cvercome in our present status, 
I shall mention it in passing at this point and discuss it more fully subsequently. 
Unlike most of its competitors, GAF does not produce any of the basic mate- 
rials it requires in its manufacturing operations. During the war, because of 
allocations, this was not a serious difficulty. Since the war, GAF has been 
at the mercy of its suppliers who are frequently also competitors. In times of 
shortages, such as the Korean emergency, competitive suppliers naturally fill 
their own needs before supplying GAF. As a result, GAF misses the opportu- 
nity to enjoy its share of the high demand market. At the same time the 
prices that GAF has to pay for its most important materials are much higher 
than the costs of its competitors. 


Construction and financing 


After the war an expansion trend swept industry, and the chemical industry 
in particular. Keeping pace with this trend has been one of GAF’s major con- 
cerns. And, in this connection, I think it is conducive to an understanding of 
our position if it is remembered that in the photographic field we compete with 
the giant Eastman Kodak Co. and in the field of dyestuffs we compete, among 
others, with du Pont, American Cyanamid, and Allied Chemical, also well-known 
industrial giants. 

GAF has undertaken two major construction programs since vesting. The 
principal purposes of these programs has been to provide research and necessary 
pilot plant facilities for research and development, to fill in gaps left by the 
cutoff of German supplies of intermediates with some small expansion for old 
and new products. 

A major problem connected with both of these programs has been obtaining 
capital. A normal source would have been the equity market. However, Gov- 
ernment ownership of the bulk of its stock and the pendency of the Interhandel 
suit made it impossible to use the equity market. 

The company turned to other sources. In 1945 the company entered into a 
loan agreement with a group of banks headed by The National City Bank of 
New York pursuant to which the company borrowed on unsecured notes 
$10,000,000, repayablé serially to 1955 with interest at 1% per cent per annum. 
At the end of 1952 this indebtedness had been reduced to $4,500,000. 

In 1947 it borrowed $15,500,000 from the Metropolitan Life Insurance Co. on 
its unsecured promissory note bearing an interest rate of 2.95 percent. The note 
is due in 1967 and is to be prepaid at the rate of $1,000,000 annually commencing 
in 1956. In 1951 it arranged for another loan from Metropolitan Life Insur- 
ance Co. Under this arrangement we borrowed $10,000,000 in December 1951 
and $10,000,000 in June 1952. These last two loans were also made on the 
company’s unsecured promissory notes bearing an interest rate of 3.5 percent. 
They are due in 1972 with annual prepayment starting in 1957. 

While these loans indicate a high regard for the Company’s solvency and 
future prospects, the company’s borrowing capacity is, nevertheless, limited and 
is inadequate to meet its financial needs. 

Progress in the divisions 

1. Ansco.—Ansco, like the other divisions, is troubled by a shortage of basic 
materials. Because noncompetitive sources are unavailable, Ansco purchases 
from Bastman Kodak, its huge competitor, large quantities of raw paper and 
special cellulose acetate each year. Because of the research program, how- 
ever, it has been able to meet its requirements in sensitizing dye components 
and color formers, most of which were formerly supplied by Farben. These 
are now manufactured by GAF. 

Ansco was never in the strict sense a camera manufacturer. It lacks facilities 
for grinding lenses, making shutters, and moulding cases. It buys these com- 
ponent parts from domestic manufacturers. During recent years the cost of 
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these components has been prohibitive. To compete, in the face of these costs, 
Anseo is now importing cameras produced by the Agfa Camera Work in the 
United States Zone of Germany. This gives Ansco a well-rounded line at a 
cost it could not possibly equal. This is forcefully illustrated by the fact that in 
1950 Ansco had a gross loss on the line of cameras it then assembled but which 
it now imports from Agfa. In 1952 on the same line of cameras imported from 
Agfa, its gross profit was 26.7 percent of sales. Ansco still produces at a 
profit a line of cameras in the lower price range. 

Research has also paid off for Ansco. I have already mentioned the new 
negative-positive color film for the Hollywood market. A number of other 
new products have been incroduced. Several have won awards. In 1951 the 
United States camera award for the outstanding contribution to the field of 
color photography was given to Ansco in recognition of Printon, the first direct 
color-printing process available for amateur use. 

In 1952 Photography Magazine gave Ansco a special award for Ansco color, the 
first color film which could be developed by amateurs. 

Recognition in the form of an academy award certificate was given three Ansco 
men for development of the Ansco color scene tester, a device used by profes- 
sional motion-picture laboratories as an aid in printing color film. 

There are others. But let me sum up Ansco’s operations by saying that with 
the aid of these improvements, improved sales techniques, and a new and ex- 
perienced management installed in 1949, Ansco’s average net sales for the 
past 5 years increased 169 percent over its average net sales for the 3 years prior 
to vesting. Average net profits before taxes for the past 5 years increased 46 
percent over average net profits before taxes for the 3 years prior to vesting. 
Ansco has made this progress in the face of stiff competition from Eastman, 
which has had the benefit of a prior position in the photographic industry, vast 
capital, and control of basic materials. 

2. Ozalid.—Ozalid is the leader in its field. Its position has been established 
and maintained since 1947 by sound policies and management in spite of its 
having little patent protection or exclusive know-how. 

I have already mentioned the Ozamatic, developed during the last few years 
especially for use in banks, insurance companies, department stores, and offices. 
Moreover, every machine model produced in 1942 has been superseded by new 
improved models, 

Profitwise the most important phase of the Ozalid operation is the sale of 
sensitized paper and other sensitized materials. Great improvements have been 
made in this field too. 

An industry survey and reorganization was commenced at Ozalid in 1947 and 
completed in 1948, when a new, experienced management was installed. Since 
that time, the progress at Ozalid has been truly remarkable. Ozalid’s average 
net sales for the past 5 years increased 688 percent over its average net sales 
for the 3 years prior to vesting. Average net profits before taxes for the past 
5 years increased 731 percent over average net profits before taxes for the 3 years 
prior to vesting. Ozalid is today one of the largest producers in the white- 
print business, 

3. General Aniline Works.—The General Aniline Works Division has through 
the years been the company’s most consistent moneymaker. But it has not been 
without its troubles. 

As I have already indicated, prior to the war, a considerable portion of the 
basic materials and semifinished materials—called intermediates—required in 
the manufacture of dyestuffs was procured from or through Farben. Since the 
severance of its relation with Farben, General Aniline Works has been forced 
to procure most of these basic materials from its competitors. The company 
undertook the major task of manufacturing a large number of the intermediates 
itself. This task was successfully accomplished. During the war, because of 
allocations, shortages of basic materials was not a serious problem. Since the 
war, periodically the problem of procuring materials has been acute. 

In most cases, to procure basic materials from competitors it is necessary to 
pay full-rate or premium prices. The high cost of basic materials coupled with 
the sale of General Aniline Works’ products exclusively through a separate sales 
agent (General Dyestuff Corp.) places General Aniline Works in a continuing 
unfavorable profit position with relation to its competitors. 

The textile market, the largest consumer of dyes, despite recent slumps has 
consistently provided a good outlet for vat colors, the highest quality dyes and a 
General Aniline Works specialty. Due to basic-material limitations, made more 
serious by current defense requirements for such basic materials as sulfuric 
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acid and phthalic anhydride, General Aniline Works has been unable to benefit 
fully from the heavy demand existing for vat colors. While we are making 
every possible effort within our means to alleviate this situation, the basic prob- 
lem will exist as long as Government ownership continues. 

In an effort to improve the organization and operating efficiency, General 
Aniline Works Division, along with General Dyestuff Corp., its sales outlet, has 
recently undergone program and organization review. These studies had already 
been made and produced good results at Ansco and Ozalid. They involved a 
survey of production methods, product lines, sales forecasting, inventory con- 
trols, and associated problems. We believe that the steps that have been taken 
have materially strengthened this division and that the operating results over 
the coming several years will show tangible benefits profitwise. 

Despite handicaps, General Aniline Works has made substantial advances 
under American management of which we can be proud. To mention only a 
few, it has: 

(a) Developed cheaper and faster dyeing techniques. 

(b) Developed new dyestuffs and dyeing techniques to keep pace with the 
recent development of man-made fibers. 

(c) Developed public acceptance of liquid dishwashing detergents such as 
“Glim.” 

(d@) Commenced manufacture in this country of PVP, the blood plasma ex- 
tender already mentioned. 

(e) In 1949 entered into foreign manufacturing operations in Italy and 
Canada in conjunction with local interests in those countries, 

General Aniline Works’ average net sales for the past 5 years increased 
126 percent over its average net sales for the 3 years prior to vesting. Average 
net profits before taxes for the past 5 years increased 25 percent over average 
net profits before taxes for the 3 years prior to vesting. 

General Aniline Works’ average net profits for the past 5 years were ma- 
terially affected by the results of operations for 1952 in this division. ‘The 
year 1952 was an unfavorable year for this division for several reasons—the 
persistence of the world wide textile slump, the necessity to work down the di- 
vision’s inventory position, and the occurrence of a 110-day strike for wage in- 
creases in the Renssalaer plant during the latter half of the year. 

4. General Dyestuff Corp.—General Dyestuff Corp. engages in no manufactur- 
ing. It is the sales outlet for General Aniline Works. This relationship is a 
holdover from the German management. It buys from outside sources items 
in its product line not furnished by General Aniline Works. 

One of the principal undertakings of management in recent years has been 
to bring about closer coordination between General Aniline Works and General 
Dyestuff. I have already mentined that General Dyestuff, along with General 
Aniline Works, has recently been subjected to a program and organization 
review. This has resulted in the following steps being taken to increase their 
coordination and thus eliminate inefficiency : 

(a) The executive vice president of General Dyestuff was appointed vice 
president of operations of General Aniline Works. This appointment for the 
first time placed one principal executive in charge of the day-to-day research, 
manufacturing, technical services, and sales activities included in the manufac- 
ture, and marketing of dyestuffs and other chemical products. In effect, it 
created a single working industrial chemical organization, albeit spread out 
through two corporate structures. 

(b) Three joint working committees were organized to recommend policies 
with respect to research, commercial development, production, and sales in their 
respective product fields. There are the dyestuff committee, surfactants com- 
mittee, and acetylene committee. The first two represent the major product 
divisions of the established line. The third represents the new field of acetylene 
chemistry which I have already mentioned. All of these committees aim to give 
General Dyestuff product line has recently been installed. 
assure its competitive position, but geared to General Aniline Works’ opera- 
tions in a manner that will provide the most efficient use of production fa- 
cilities, and to give greatest effect to the accomplishments of research. 

(c) An improved system of sales forecasting and inventory control of the 
General Dyestuff product line has recently been installed. 

(d) An active program of streamlining the product line was begun in 1947. 
Since that time approximately 512 loss items have been dropped. General 
Dyestuff’s average net sales for the past 5 years increased 88 percent over its 
average net sales for the 3 years prior to vesting. Average net profits before 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 521 


taxes for the past 5 years increased 62 percent over average net profits before 
taxes for the 3 years prior to vesting. General Dyestuff’s net worth has in- 
creased 140 percent since 1941. 

The many advances made through coordination have served to emphasize 
the desirability of merging General Dyestuff with GAF to secure the ultimate 
advantage. Only in this way can General Aniline Works have the full benefit 
of an effective and economical sales outlet. Until recently this merger has been 
impossible because of the legal involvements of General Dyestuff stock. Now, 
I believe, these difficulties no longer exist, and we have recommended to the 
Attorney General that the two companies be merged. 


Foreign Operations 

Of interest to all the divisions and to both companies as a whole is our 
foreign-operations program. Our foreign operations have been and are being 
developed not only to increase sales through exports but also as a means of 
attack on some of the basic problems I have described to you. 

These activities consist of three principal phases: 

First is the export operation. We market our products abroad through wholly 
independent distributors, each one native to his own market. Not only do we 
find this to be the most effective method of export for us, but it has enabled 
us to build an efficient and invaluable worldwide distribution system within a 
relatively short period of time. In 1938 before the war in Europe began the 
total combined export sales of the two companies were negligible. In 1952 
with 175 distributors and dealers selling our products in all the important free 
markets of the world, the combined export volume was about $8,500,000. 

The second phase of our foreign operations is imports. I have mentioned the 
\cfa-made camera import program. Also in 1952 General Dyestuff sold 
$2,156,000 worth of imports. Total imports by the two companies in 1952 for 
use and for resale were over $3,500,000. We feel that this record supports our 
belief that the two companies can significantly increase their prosperity by 
extending their scope of procurement activities to foreign manufacturing cen- 
ters. We have in the planning stage further extensive applications in this 
phase of our business. 

The third phase of our foreign operations is foreign manufacture in con- 
junction with local enterprise. The first purpose of such projects of course is 
direct profit, primarily from sales in the country of manufacture and secondarily 
from exports throughout the world. In addition, these projects have as a 
purpose the development of sources of supply for the United States, and other 
foreign subsidiaries, and for our foreign distributors. 

Chemical Developments of Canada, Ltd., is jointly owned by GAF and 
Canadian nationals. Established in 1949, the firm is producing surface-active 
agents and is pushing forward in its product line expansion program. GASSA 
(Generale Anilina & Saronio, 8. p. A.) was established in 1949 under joint owner- 
ship of GAF and Italian nationals. The Korean War interrupted the pro- 
curement of the GASSA plant equipment and for this reason production is not 
expected to begin until the latter part of 1953. 

Plans for other foreign manufacturing projects are under study at the present 
time. Thus, we have developed a new and valuable addition to our business. 
Before the war we were one of the many foreign interests of I. G. Farben. Now 
I believe we can take justifiable pride in the fact that as an independent Ameri- 
can corporation we are rapidly building a foreign-operations establishment of 
some scope and long-range importance, 


Overall progress 

I should like to conclude my account of the operations of the company under 
American management with a few figures relating to the company as a whole. 
They indicate, I think, that despite handicaps much progress has been made. 

The company’s average net sales increased from $35,271,000 for the 3 years 
prior to vesting to $93,120,000 for the past 5 years, an increase of 164 percent. 
Its average net profits before taxes increased from $6,456,000 for the 3 years 
prior to vesting to $9,971,000 for the past 5 years, an increase of 54 percent. In 
assessing the size of the increase in net income, it is important to remember 
that prior to vesting the majority of the company’s important research was done 
by Farben. The company’s average expenditures on research during the 3 
years prior to vesting was $427,000 a year. For the past 5 years average ex- 
penditures for research have been $5,318,000 per year. 

The equity of stockholders has risen from $35,048,000 at the end of 1941, just 
prior to vesting, to $89,402,000 at December 31, 1952, an increase of 155 percent. 
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At the end of 1952 the company’s balance sheet presented a sound financial pic- 
ture. It had net assets employed in the business of $128,402,000, of which 60 
percent was represented by net working capital and the balance mainly by plant 
facilities. Its net working capital of $77,531,000 is about twice its borrowed 
capital of $39,000,000. Of the capital employed 70 percent is represented by 
stockholders equity. 

While employment has decreased from 9,468 in 1947 to 7,719 in 1952, average 
annual pay and benefits have increased from $3,359 to $4,870. Dollars of sales 
per employee increased from $7,892 to $12,890 in this same period. 

We have had substantial decreases in certain categories of expenses. Just 
prior to vesting, the 7 top officers of GAF received salaries aggregating 
$420,933. Their counterparts today are receiving aggregate salaries of $216,500. 
This is a decrease of 49 percent, despite increases of about 90 percent in cost 
of living and in taxes. In 1940, under the Germans, there were 7 officers 
receiving more than $50,000 each year. In 1952 there was only 1 officer re- 
ceiving more than $50,000. 

In summary, despite handicaps that our competitors did not have, our aver- 
age sales during the past 5 years increased 164 percent over average sales for 
the 3 years prior to vesting. During the past 5 years we increased net worth 
37 percent or $24,000,000. Our average net profits before taxes for the past 
5 years were 54 percent higher than average net profits before taxes for the 
3 years prior to vesting. And we did this with fewer top executives than 
the Germans had 10 years ago and with a substantial reduction in top 
executives’ salaries. 


IV. NEED FOR RETURN TO PRIVATE OWNERSHIP 


The difficulties of operating under Government ownership are real and varied. 
But they are difficulties for the most part inherent in the situation itself, and 
are not the result of undue interference from Government officials. The atti- 
tude of the officials at the Department of Justice and the Office of Alien Prop- 
erty has been consistently sympathetic, cooperative, and constructive. Some 
of the inherent difficulties of operating under Government ownership are: 

1. Because of the uncertainty of future ownership and often low salaries in 
comparison with competitors, it has been difficult for the companies to get and 
keep competent key personnel. This is true also because the companies have 
not felt free to offer the incentives such as substantial performance bonuses 
and stock ownership plans frequently employed by our privately owned 
competitors. 

2. Other companies are reluctant to enter into long-term commitments and 
contracts with GAF and General Dyestuff because of their uncertain future. 

3. Political implications are given to almost every major decision the com- 
panies make. 

4. We are unable to change GAF’s capital structure, get equity capital, and 
until recently were unable to merge General Dyestuff with GAF because of 
the pendency of claims against GAW and General Dyestuff stock. All of these 
moves are desirable to strengthen our position competitively. The longer they 
are postponed, the more serious the consequences may become. 

For these and other reasons I have longe advocated the return of the com- 
panies to private ownership at the earliest possible date. The GAF board in 
1948 adopted a resolution, a copy of which was transmitted to the Attorney 
General on August 10, 1948, to the effect that the company’s objectives could be 
accomplished only under private American ownership and that private Ameri- 
can ownership was necessary at the earliest possible date. That has been my 
position consistently since then. As recently as February of this year, the 
boards of directors of GAF and General Dyestuff in joint meeting adopted a 
resolution affirming the 1948 resolution of the GAF board and again urging the 
Attorney General to take every appropriate step to transfer these companies 
to private American ownership at the earliest possible date. A copy of this 
resolution was transmitted to the Attorney General on February 6, 1953, by a 
joint committee of the board consisting of Messrs. Flanigan, Heller, Spurr, and 
myself, 

Others have told you or will tell you better than I can of the legal difficulties 
standing in the way of this objective The hard fact is, however, that as the 
situation now stands GAF cannot be sold to private ownership until the 9 (a) 
suit brought by Interhandel has been either adjudicated or disposed of by 
settlement. I am told it will take years to try the suit, and because of other 
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legal complications, particularly a recent decision of the Supreme Court, the 
possibility of settling the suit seems to be remote. While in the past few years 
securities of chemical companies have attracted high prices from the investing 
public, in my opinion, the most propitious time for sale of the company may 
well have already passed. 

In view of the dangers inherent in continued Government ownership and the 
unlikely possibility of a settlement of the Interhandel case, I have urged that 
Congress pass legislation permitting the sale of GAF and remitting Interhandel 
to a claim against the proceeds. This could well be the most important step 
that could be taken to maximize to the fullest possible extent the War Claims 
Fund. I renew that recommendation before this committee today. 


Vv. CONCLUSION 


Gentlemen, it has been my purpose to give as unbiased an account of the 
perations of GAF and General Dyestuff under Government ownership as it was 
within my power to do. I have also attempted to assist you by making specific 
recommendations based upon my experience with the companies. We are proud 
of the record we have made. In our judgment, the record shows that the com- 
panies have been operated honestly, efficiently, and on a financially sound basis, 
and it shows that the companies have been healthy competitors in all the fields 
in which they are engaged. I earnestly hope that this committee will reach 
the same conclusion. 

Senator Dirksen. Are there any questions up to this point? 

Senator McCarran. What is the total number of your personnel ? 

Mr. Frye. At the present time we have about 7,500, sir. 

Senator McCarran, That is overall? 

Mr. Fryer. Yes, sir. The company had 9,500 when I came with it 
in 1947. 

Senator McCarran. What has been your salary, Mr. Frye? 

Mr. Fryer. My salary for the last several years since the first of 
1949, my salary between the two companies has been $97,000. 

Senator McCarran. What was your salary before you took over? 

Mr. Frye. I have a chart here. If I could take a second, I would 
like to show you it, because it names people and salaries in all posi- 
tions before and since. I will comment on it to the extent that you 
would like. 

That shows my salary with General Aniline is $72,000. I receive 
$25,000 from General Dyestuffs. Before vesting, each of these com- 
panies had separate presidents. General Dy estuffs’ president received 
$100,000 a year before vesting, and General Aniline’s president re- 
ceived $90,550. You will note there the salaries in red are the present 
salaries and those in blue are prior to vesting. That is for General 
Aniline & Film. 

Senator McCarran. What is your next highest salary ? 

Mr. Frye. The next highest salary in the two companies is that of 
the sales manager, vice president and sales manager of the Genera] 
Dyestuff Corp. That is $75,000 a year. The next highest is the head 
of General Aniline works division, Mr. Franklin, which is $45,000. 

I think you gentlemen, of course, are all aware of the fact that taxes 
have increased a great deal and the value of the dollar has declined a 
great deal since that time. I have information as to what other 
comparable companies in the chemical industry pay. In addition to 
those salaries paid, most of the other companies have other benefits. 
They have incentive compensation plans, deferred compensation, stock 
ownership, stock options and things of that sort. I am sorry, I 
haven’t hone comparisons here. We have a study by McKinsey Co. 
They are not available here. I will have them later. 


41389—54—pt. 1——-34 
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Mr. Hayes. May we ask that you have them presented so that the 
committee will have them in the record at this point ? 

Mr. Fryr. Yes. They generally show that our salaries are sub- 
stantially below those of our competitors. I will give you those figures, 

(The material referred to appears subsequently in the report.) 

Senator Henninos. Mr. Frye, how long have you been president 
of the two companies ? 

Mr. Frye. Since August 1, 1947. 

Senator Henninos. You came there from TWA? 

Mr. Frys. I became chairman of the board of General Aniline Film 
I believe in April 1947, but I didn’t become president until August 1. 
I had left, resigned as president of TWA, I believe it was in February 
of that same year. 

Senator Hennines. Thank you. 

Senator Henprickson. How many directors have you on each 
board ? 

Mr. Frye. We have a number of vacancies at present. We have 
positions, I believe, for 16 on General Aniline & Film and 12 on Gen- 
eral Dyestuff Corp. 

Senator Henprickson. What is their compensation ? 

Mr. Frye. Their only compensation is, they receive $100 per meet- 
ing attended unless they serve on special committees, devote time to 
special things. Now, we have had various directors committees where 
they have worked on, say, studying an expansion program or on an 
insurance retirement plan for employees, where two or three directors 
served on the committee and served considerable time, in which case 
the board has subsequently studied the amount of time they put in, and 
so forth, and voted them some additional compensation. 

In the material I think which has been comet the committe, all 
those figures are given. 

Senator Smiru. In the case of the directors, are any of those di- 
rectors interested in businesses that in turn do business with either 
of these companies ¢ 

Mr. Frre. Not in a way that would, I think, prohibit or normally 
prohibit their being directors. Now, I will say that we have one 
director who is a banker, head of the Manufacturers Trust. We 
deposit money in that bank. I think they participated in a loan 
to the company before he came on our board. 

Senator SmirH. That would not be unusual in the business world. 

Mr. Frye. No, sir. 

Senator SmirH. What about other directors and their affiliation? 

Mr. Frye. I think the next one who has done a substantial amount 
of business in a professional way, has been Robert Heller & As- 
sociates, an industrial engineering company. It was his firm that 
made the studies of Ozalid and Ansco that I referred to on the chart 
that led to those reorganizations. He also in the last year or year and 
a half has performed the same kind of study of the General Aniline 
Works and General Dyestuff Corp. 

Senator Smrru. Mr. Heller, you say, is a member of the board? 

Mr. Frye. Yes, sir. 

Senator Smiru. Of both companies? 

Mr. Frye. No, sir, just of General Aniline. 

Senator Smrru. Now, what has been the extent of the compensation 
paid to his company or his associates for their work ? 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 525 


Mr. Frye. They have done a great deal of work and they have had 
substantial compensation. Here are the figures: In 1947 they received 
$2,012. 

Senator SmirH. $2,012? 

Mr. Frye. Yes, sir. In 1948, when they did the work on reorganiza- 
tion of Ozalid and started on the Ansco job, they received—this is 
compensation and expenses—they received $149,148. 

Senator Smrru. How much of that was compensation and how 
much was expenses? Can you break it down ? 

Mr. Frre. It is practically all fees. We will get those figures for 
you. But they are expenses where they have a per diem amount, 
away from home on the job, travel expenses, but they are rigidly 
controlled and moderate. 

Senator Smirxn. Were they paid pursuant to resolution or approval 
by the board of directors? 

Mr. Frre. Yes, sir. In each case the board of directors approved 
their employment and the terms and conditions that they work under. 

Senator Smira. Was there any dispute among the board members 
as to the propriety of employing Robert Heller & Associates in the 
first instance and secondly as to the amount to be paid them? 

Mr. Frye. I would say I never heard of any, to the best of my recol- 
lection, I never heard of any objection to employing them in the first 
instance. Of course, before their employment, on the last job on 
General Dyestuff and General Aniline we had a joint meeting of the 
two boards to consider that, and there were one or two directors who 
questioned the necessity of employing them. However, that was 
thrashed out in meeting. I believe everyone voted for it. 

Senator Smirn. When did Mr. Heller become a member of the 
board of General Aniline? 

Mr. Frye. I might say that I believe I am responsible for his having 
come on the board, because when I came into the company or agreed 
to take this position, I told the Attorney General that I would like 
to be able to have 2 or 3 people put on the board, because I knew 
none of the other directors, I wanted people in whom I had con- 
fidence and who had special knowledge and qualifications that I 
thought would be useful. So I recommended an attorney, Mr. 
Brophy, who has never performed any services for the company, 
never received any fees except the normal fees for attending directors’ 
meetings. I recommended Mr. Heller because he had previously 
perfor med engineering services in TWA for me and I knew that his 
organization was highly qualified. I had confidence in him, although 
at that time I didn’t know whether we would need any engineering 
services or whether, if so, his services would be desired. 

Senator SmirH. Who was the Attorney General at that time? 

Mr. Frye. Mr. Clark. I also suggested a banker, a good banker, 
because there was no banker on the board and Mr. Clark himself 
suggested Mr. Flanigan, chairman of the Manufacturers Trust. 

Senator Smirn. Are there any other members of the board who 
have had any business dealings with the company besides Mr. Heller? 

Mr. Frye. No, sir, I don’t recall any. I might say Mr. Gibbons 
here is vice president and treasurer of the company and he was the 
only officer who was in the company at the time of vesting who was 
not fired. He is still with it. I have had him sit with me because he 
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knows a lot of answers to the questions taking place back before 
my employment with the company. 

Senator Smiru. In other words, the only director that had any 
business dealings with the company that could benefit his business 
was Mr. Heller. There have been no others? 

Mr. Frye. I would say so, and I would like to say this for what 
it is worth: I am very sincere in this. I am sure Mr. Heller had 
little interest in serving on the board. He went on originally at my 
request. He recognized, as other directors do, that there is little 
to gain and much to lose by going on this board. We have asked 
other people to serve on it whose attorneys advised them against. it. 
They say, “You can get in all kinds of difficulties, stockholders’ suits, 
and one thing or another. Why should you go on except to perform 
a public service ¢” 

Senator Hennines. Why did Mr. Heller go on? 

Mr. Frre. I think he went on largely because I asked him to. I 
thought I needed his kind of brains, ability and experience as a 
director and we were good friends. 

Senator Butter. Mr. Frye, to your knowledge have any of your 
directors received any fees or compensation from other vested com- 
panies ¢ 

Mr. Frye. Not so far as I know, except one of our directors also 
served as a director of E. Leitz & Co. Now, I guess he received the 
normal director’s fees there. I don’t know. 

Senator Burter. Any other compensation from that company or 
any other vested company ¢ 

Mr. Fryer. Not so far as I know. 

Senator Burier. What director is that? 

Mr. Frye. Mr. Paull, Harold Paull. 

Senator Burier. What is his business? 

Mr. Frre. He is an officer of a building and loan company in Provi- 
dence, R. I., but I think his main business is that of an investor. He 
seems to spend most of his time buying and selling stocks. 

Senator Burier. How long has he been on your board? 

Mr. Frye. Since 1949. I am sorry. I am about to overlook 
Colonel Johnson, who was on the board for a considerable period of 
time, who handled our legal business and since then Mr. Lincoln, 
representing Steptoe & Johnson. That was unintentional for me 
not to mention that. 

Senator Burier. He was also on your board and represented other 
vested companies ? 

Mr. Frrn. No, sir, not so far as I know. 

Senator Burier. In what connection do you mention his name? 

Mr. Frye. Because he performed services for the company. 

Senator Burier. That goes to Senator Smith’s question ? 

Mr. Frre. Yes, sir. 

Senator Burier. Do you know how much Mr. Paull was paid? 

Mr. Fre. Sir? 

Senator Butter. Do you know how much Mr. Paull was paid by 
E. Leitz? 

Mr. Frre. No, sir. So far as I know, he was—I assume he was 
paid for attending directors meetings and was given directors fees. 
I don’t know, because I never had anything to do with E. Leitz. I 
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lon’t know whether he performed any services or received fees or 

Senator McCarran. Have you a breakdown showing the income of 
the company, the net and gross income of each company before it 

as vested and after it was vested ¢ 

Mr. Frye. Yes, sir. 

Senator Dirksen. Do you want that for the record ? 

Senator McCarran. If it is handy, it is all right. 

Mr. Frye. I think we have it here handy. 

Senator McCarran. They were two companies before they were 
vested ? 

Mr. Fryer. Yes, they were two companies, the same as now. This 

for General Aniline & Film. In 1939 its sales were $28,398,000. 
In 1940 they were $31,281,000. In 1941, $46,135,000. Now their 
profits, after taxes, of course taxes were very low, relatively low in 
those years—were $3.5 million in 1939, $3,678,000 in 1940 and 
$3,432,000 in 1941. 

Senator McCarran. Now, how do those figures run as compared 
with your period with the company ? 

Mr. Frye. Since I have been with the company, the year before I 
came, in 1946 the sales were $64,189,000. The profit was $3,189,000. 

Now, I was in charge of the company for only the last 5 months of 
1947. In 1947, the sales were $75 million. The profits were 

$3,333,000. In 1948, sales were $90,837,000. Profits after taxes 
$8,605,000. 

Now, if you would like me to comment on that for a moment—— 

Senator McCarran. I have another question. 

How much taxes did you pay or the company pay while you were 
in charge ? 

Mr. Fryer. The taxes that have been paid, in 1947, were $2,338,000, 
and in 1948 were $4,847,000, in 1949 were $2,069,000; in 1950, 
$6,772,000 ; in 1951, $7,559,000, and 1952, $1,760,000. 

I have the General Dyestuff’s figures, if you would like to hear 
them. 

Senator Dirxson. You can submit them. 

Mr. Frre. All right. 

Senator Dirxson. Suppose you submit them in tabular form. 
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(The material referred to follows:) 


GENERAL DYESTUFF CoRP. 
Sales and profits 


[Amounts shown in thousands of dollars] 


Profit before taxes | Profit after taxes 


| Percent of 
sales 


Percent of 
sales 


Amount Amount 


bat eh et ft bee 





Contributions to the support of Government since vesting 


[Amount shown in thousands of dollars] 
selec —— — 
| Federal | 
income Social 
|} and excess | security 


| profits taxes 


State and 
local taxes 





Total. .._. 


Grand total, $8,913,000. 
Dividends paid by General Dyestuff Corp. to U. 8. Government since July 13, 
1942, date of vesting, equal $1,041,360. 





MEMORANDUM OF GAF-GDC Foreten PROJECTS CURRENTLY UNDER 
NEGOTIATION OR CONSIDERATION 


1. An agreement with Badische of Germany whereby GAF will be desig- 
nated by the German firm as its exclusive licensee in the United States for 
the manufacture of a metallic powder used in the fabrication of an entirely 
new type of electric battery recently approved by the United States Navy for 
aircraft use. 

2. An agreement with Badische under which GAF and Badische will ex- 
change know-how on high pressure acetylene derivatives. It is believed that this 
agreement will improve GAF’s processes and result in a broadening of its 
line of these derivatives. 

3. An agreement with Bayer, Badische and Hoechst in Germany designating 
GDC as United States distributor (on a nonexclusive basis) of dyestuffs and 
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intermediates made by them. This is necessary to prevent being blocked out 
of these sources by Verona Chemical Co. or others. 

1, Agreements with European textile machinery firms to manufacture Williams 
continuous dyeing machines under a license from GDC. 


5. Acquisition of a plant in France to produce Ansco film for sale in soft 
currency areas. 

6. Agreement with a European firm to manufacture Ozalid machines in 
Europe. 


7. Agreement with British Ozalid, Ltd., covering exchange of techniques, 
know-how and new developments. 

8. Agreement with Brazilian distributor to cut and package Ansco film in 
Brazil, as well as to manufacture box cameras in that country. Negotiations 

ay also lead to the assembly, and eventually to the manufacture, of Ozalid 
ichines in Brazil. 

9. A project which relates to the manufacture of gelatin of photographic 
quality in Argentina. 

Mr. Frye. To be sure that I did not overlook something in answer- 
ing Senator Smith’s question about directors performing services 

Senator Smira. We have heard a lot of talk about these things. 
We might as well get to what the facts are. Probably it is not nearly 

s bad as some of the rumors have been. 

What directors have received, either by way of business associations 
or by way of payment of professional fees, compensation from the 
General Aniline or General Dyestuffs?) They are the only two you 
can testify about, as I understand. 

Mr. Frye. Yes. If I may, I would like to add a couple of things 
to what I said before, which I overlooked, because I was not thinking 
in this direction. One of our directors is Dr. Rhodes, head of the 
Chemical and Engineering School, Cornell University. He was on 
the board for some years before I came with the company, but he has 
from time to time performed consulting services. Now, he is a very 
fine, able man and has insisted on not taking more than $50 a day for 
his services. ‘There is very little money involved in his case. 

Dr. Wagner, who is a director and who was working for the com- 
pany full time as senior vice president for some time but has since gone 
on a consulting basis, draws a consulting fee. He is a chemist and 
presently head of one of the chemical associations, Synthetic Organic 
Chemical Manufacturers Association. 

Senator Hennines. You mentioned Mr. Lincoln, Mr. Frye. 

Mr. Frye. Yes, sir. 

Senator Hennrines. He is a partner in the law firm of Steptoe & 
Johnson, I believe. 

Mr. Frye. Yes, sir. 

Senator Hennrnos. I believe Mr. Lincoln is at the hearing today, 
is he not ¢ 

Mr. Frye. Yes, sir. 

Senator Hennines. Now, as a director and as a member of that 
firm, are you able to tell us the total amount that the firm, of which 
Mr. Lincoln is a partner, received from the companies or the affiliated 
companies during the period he was director ? 

Mr. Frre. Yes, sir. 

Senator Henninos. He still is a director, is he not? 

Mr. Fre. Yes, sir. I have the fees and expenses ~ by both 
General Aniline & Film and General Dyestuff Corp. to Steptoe & 
Johnson from 1947 through 1952. This firm was retained by the 
boards of General Aniline & Film Corp. and General Dyestuff Corp. 
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in January of 1947 at retainers of $36,000 a year for the General 
Aniline & Film Corp. and $18,000 a year for General Dyestuff. Here 
are the totals paid each year in fees and expenses. 

Mr. Nairn. May I interrupt, Mr. Chairman, to develop this 
logically ¢ 

Senator Henninos. I would be very glad to have counsel proceed 
if he has a method that might save time, Mr. Nairn. 

Mr. Nairn. At the time Steptoe & Johnson were originally retained 
by General Dyestuff Corp., I believe that Mr. Johnson was president 
of one of the corporations, is that not right? 

Mr. Fre. President of General Dyestuff Corp.; yes, sir. 

Mr. Naren. I asked you to bring to the hearing the minutes of 
General Dyestuff Corp. in which Mr. Johnson’s firm was selected as 
counsel for the General Dyestuff Corp. I think the committee might 
be interested in hearing the minutes of that particular meeting and 
from that meeting has emanated the association of Steptoe & Johnson 
with both General Dyestuff Corp. and General Aniline & Film. Prior 
to the time Colonel Johnson resigned as president, they did not repre- 
sent these corporations. 

Senator Henninos. Mr. Chairman, before we get into that, is Mr. 
Frye able to tell us how much in fees or compensation the firm of 
Steptoe & Johnson has received since 1947 ? 

Mr. Frye. From both companies? 

Senator Henninos. Yes, sir. 

Mr. Frye. Yes, sir. Here is $62,610 in 1947, $99,287 in 1948, 
$100,909 in 1949, $92,570 in 1950, $103,863 in 1951, $104,821 in 1952. 

Senator Hennines. Now, Colonel Johnson was on the board of 
directors when they voted to retain his firm, was he not? 

Mr. Frye. I was not with the companies at that time, but I assume— 
yes, he was. 

Senator Hennrnos. You are aware of that fact, are you not? 

Mr. Frye. Yes. 

Senator Hennrnos. What is the total? 

Mr. Frye. The total amount? 

Senator Henninas. Yes. 

Senator Smrru. That is in that report. 

Mr. Frve. I will get it here in just a minute, sir. 

I have a slide here on our total legal fees and expenses for the 3 
years prior to vesting and the last 3 years. Would you be interested 
in seeing that for just a moment? 

Senator Dirksen. I believe so. 

Mr. Frye. There are the fees for legal counsel for 1939, 1940, and 
1941. This is General Aniline & Film only, and for 1950, 1951, and 
1952. That includes for these last 3 years, of course, Steptoe & 
Johnson’s fees, but also other legal fees. 

Senator Dirksen. Do you know offhand who counsel was in 1939, 
1940, and 1941? 

Mr. Frye. Breed, Abbott & Morgan, sir. 

Senator Smrru. In 1941, Mr. Frye, the large fee for 1941 was oc- 
casioned, was it not, by some of this argument whether or not the 
company should be vested ? 

Mr. Frve. Yes, sir. 

Senator Smiru. So that in 1941 that was after we had gotten into 
the war? 
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Senator Hennines. That was a period of considerable litigation? 

Mr. Frye. Yes. 

Senator Smirn. That was a period when there were extraordinary 
occasions for legal services. 

Mr. Frye. Yes, sir, limagine that isso. I must say we have similar 
extraordinary occasions now, it seems, all sorts of unusual difficulties. 

Senator Butter. What is the general nature of the work performed 
by your counsel ? 

Mr. Frye. Maybe I might answer, I have this total figure now. 
Payments to Steptoe & Johnson for the 6 years of 1947 to 1952 totaled 
$564,059.49. 

Senator Hennines. Mr. Chairman, may I ask a question ? 

Senator Dirksen. Yes. 

Senator Henninos. The chart we have just seen, Mr. Frye, is not 
really expressive of the conditions during the ear lier period as against 
the conditions requiring service of counsel in the later period; is it? 

Mr. Frrr. I wasn’t personally there during the earlier period, 
but I have felt that probably we have as many problems today as 
they had then. We have certainly a lot of extraordinary legal prob- 
lems in our present Government ownership position and things that 
don’t ordinarily occur to a privately owned company. 

Senator Butter. Mr. Frye, do you have house counsel ? 

Mr. Frye. We have Mr. Abrons, who serves as house counsel ; yes. 

Senator Butter. Do you have any direct legal assistance from the 
Department of Justice? 

Mr. Frre. No, sir. 

Senator Burier. But you do have house counsel ? 

Mr. Frye. Yes, in General Aniline. 

Senator Butter. Does he have a staff? 

Mr. Frve. He has one assistant; yes. 

Senator Butter. What do you pay your house counsel per year? 

Mr. Frye. $21,250. 

Senator Burier. His assistant? 

Mr. Fryer. About $15,000. 

Senator Burier. You pay $36,000 inside and average $100,000 or 
better outside ? 

Mr. Fryer. Yes, sir. 

Senator Dixsen. Mr. Frye, you do also employ counsel for special 
purposes, such as patent litigation 

Mr. Frye. Yes. We have a regular flow of patent material that 
goes through Langner, Parry, Card & Langner. Of course, we have 
many uses ‘for counsel abroad and in special locations. 

Senator Dirxsen. I thought Senator Hennings probably wanted 
to follow up his question and see what the aggregate of all legal ad- 
visory fees was for the 6-year period that is involved here. 

Mr. Frye. Yes. 

Senator Dirxsen. That would include Steptoe & Johnson and all 
other firms that may have been retained ? 

Mr. Frver. Well, I will add that up here in just a minute. 

Senator Dirxsen. I think for our urposes the estimate that does 
appear in the interim report will be all right and you could bring that 
figure up to date. So, Senator Hennings may want to pursue that 
just a little further. 
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Senator Smiru. You have read this interim report of the committee 
prior to this? 

Mr. Frye. Yes, sit 

Senator Smirn. The table set up there carries not only the fees 
that were paid out by General Aniline but carries legal fees of other 
vested corporations; does it not? 

Mr. Fryer. Yes, sir. 

Senator Henninos. May I ask, Mr. Frye, have you with you the 
minutes of the director’s meeting on the occasion when the firm of 
Steptoe & Johnson was given this retainership ? 

Mr. Frre. Yes, sir; we were requested by the committee counsel to 
provide that. I have not the original minutes but copies. 

Senator Henninos. May we have that portion read into the record? 

Senator Dirksen. First, we will ide mntify it as minutes of a particu- 
lar hearing, the date of which will be indicated. 

Mr. Frye. There are several extracts here that are identified as to 
the dates of the board meetings. 

Senator Dirksen. Let me suggest at this point that you read that 
in the record in its entirety. 

Mr. Frye. First, extract from minutes of meeting of the General 
Dyestuff Corp. board of directors held on January 9, 1947: 

A motion was made by Mr. Hickey, seconded by Mr. O’Hara, and unanimously 
approved, appointing Col. Louis Johnson of Steptoe & Johnson, Washington, D. C., 
general counsel to the corporation with a proviso that he should receive no 
additional compensation as long as he was president, and that the retainer as 
general counsel should commence when and if he resigns as president. 


The next item is an extract from minutes of meeting of the General 
Dyestuff Corp. board of directors held on February 6, 1947: 


To effectuate the resolution passed at a meeting of the board of directors on 
January 9, 1947, upon a motion by Mr. O’Hara, seconded by Mr. Spurr, it was 
unanimously resolved that beginning February 6, 1947, Col. Louis Johnson, of 
Steptoe & Johnson, Washington, D. C., should receive a retainer of $18,000 per 
year, payable $1,500 monthly. 

The next item is extract from minutes of the meeting of General 
Aniline & Film board of directors held on January 20, 1947: 

The board considered the appointment of counsel and on motion duly made 
and seconded, it was unanimously resolved that effective February 1, 1947, 
Messrs. Steptoe & Johnson he appointed general counsel for the company, to 
serve during the pleasure of the board of directors. Resolved that the com- 
pensation of general counsel be at the rate of $3,000 per month, beginning Febru- 
ary 1, 1947, for services arising in the ordinary course of the company’s affairs, 
exclusive of litigation, and further resolved that general counsel be compen- 
sated for services arising in the ordinary course of the company’s affairs and 
in litigation to an amount not in excess of $50,000 per annum, such limitations, 
however, to be subject to review. 

Mr. Naren. At this time Mr. Johnson was the president of General 
Dyestuff Corp.; when that first resolution was passed by the board 
of General Dyestuff, Col. Louis Johnson was president of the cor- 
poration. One month later he resigned and began to draw $18,000 a 
year from General Dyestuff, and from General Aniline & Film $54,000 
a year—$36,000. 

Mr. Frre. $36,000; yes, sir. 

Senator McCarran. He drew no compensation while he was on 

I 
the board of directors? That was the first minute you read, that he 
was to draw none. 
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Mr. Frye. No additional compensation as long as he was president. 

Senator Burrier. Did he remain on the board ? 

Mr. Frye. He remained on the board but resigned as president. 

Senator Burier. He resigned as president but remained on the 
board during the time these fees were paid ? 

Mr. Frye. Yes, sir. 

Senator Smrru. How much was he paid as president of the com- 
pany? Was he president of both companies? 

Mr. Frre. No, sir, just General Dyestuff Corp. 

Senator Samir. Who was president of General Aniline? 

Mr. Frye. George Burpee. 

Senator Smiru. How much was each of those men paid ? 

Mr. Fryr. Mr. Burpee was paid $50,000 by General Aniline. 
Colonel Johnson was paid, for most of this period of time, 1943 
through 1946, $50,000 as president of General Dyestuff. 

Senator Smiru. Was Mr. Burpee a man who had had experience 
n the dyestuff business, chemical business ? 

Mr. Frye. No, Mr. Burpee was a partner in the engineering con- 
sulting firm of Coverdale & Colpiits. 

Senator Smiru. Did they do any work for either of the companies? 

Mr. Frre. His firm did no work for the company during the time 
he was president of it. When he resigned as president, though, he 
stayed on a consulting basis, I think for 1 year. I believe that was 
largely at my request because I wanted the benefit of his knowledge 
of the thing. He had been there several years. He stayed at $25, 000 
a year. He was available for consultation and any uses we had of 
him. 

Senator Smiru. Now, did somebody else take over that work when 
he finally quit? 

Mr. Frye. No. He just performed those services for about a year 
and quit. 

Senator Smiru. No one was employed to take his place? 

Mr. Frrr. No, sir. It was largely, I think, a carryover. 

Senator Sarr. Now, did either of these groups you are talking 
about also hold positions and draw compensation from any of the 
other companies, the subsidiaries, the Ozalid Co. or the Ansco ? 

Mr. Frrr. No, sir, those were operating divisions of GAF. 

Senator Smrrn. They are not separate corporations? 

Mr. Fre. No, sir. The figures I have given you include those. 

Senator Drexsen. Mr. Frye, I would to go back a little to get a 
good coherent and connected chronological story. You will have to 
draw a little on general knowledge that you may have acquired because 
this goes back beyond your tenure in 1947. Incidentally, in what 
month in 1947 did you become the president? 

Mr. Frye. August 1, 1947. 

Senator Dirksen. Now then, the company was vested in 1942? 

Mr. Fryve. Yes, sir. 

Senator Dmxsen. And the vesting came by simple vesting of the 
stock so thst that gave the United States control over the companies? 

Mr. Frye. Yes, sir. 

Senator Dirksen. And it then managed and did as it liked? 

Mr. Frrr. Yes. 

Senator Dmxsen. Under the Trading With the Enemy Act, vesting 
now as distinguished from what it was in World War days was not 
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custodianship but absolute ownership in the United States so that the 
properties could ultimately be reduced, if necessary, and the fruits 
of whatever they might yield would then be paid into the War Claims 
Fund for the benefit of World War veterans who were in concen- 
tration camps and for other purposes. 

Mr. Frye. Yes, sir. 

Senator Dirksen. Now, before we get to the actual vesting in 1942, 
who was the president of the company and perhaps the vice president 
and secretary-treasurer? Would you recall or would Mr. Gibbons 
recall ? 

Mr. Giszons. Immediately prior to vesting the president was John 
E. Mack, of Poughkeepsie, N. Y. 

Senator Dirksen. The vice president ? 

Mr. Fryer. There were a number of vice presidents. One was 
Rudolph Hutz, in charge of the General Aniline Works, and Ernst 
Schwarz of Ansco. There was a William Pickhardt, a vice president, 
with no particular designation. 

There was a vice president and treasurer, Hugh E. Williamson, 
formerly with Breed, Abbott & Morgan. There was a vice president 
and secretary, William H. Vom Rath. 

Senator Dirksen. That was prior to vesting in 1942? 

Mr. Frye. Yes. 

Senator Dirksen. Then came the vesting order under which of 
course the Alien Property Custodian had full control. Now, did he 
at once replace the president in 1942 and if so, who was the new presi- 
dent and such other officers ? 

Mr. Frye. The vesting order on General Aniline was issued Febru- 
ary 16, 1942. The new president was appointed on March 16, 1942, 
and his name was Earl McConnell, and appointed by Mr. Morgan- 
thau, who was then Secretary of the Treasury. 

Senator Dirksen. And the vice president and the secretary- 
treasurer ? 

Mr. Frye. There was a vice president in charge of Ansco and 
Ozalid. That was-Albert Marshall. There was a vice president for 
General Aniline Works, Joseph: Bates. 

Senator Dirxsen. Now, I notice by the statement that 98 percent 
of the stock of General Aniline was vested and 100 percent of the 
stock of General Dyestuff. Now, this vesting was done, of course, 
pursuant to the provisions of the Trading With the Enemy Act and 
section 9 (a) of that act indicates that it is subject of course to any 
claims or any injunctive claims that might be filed that may have 
some validity before a disposition can be made of the property. 

Now, I presume as a matter of general knowledge and familiarity, 
you would know what the nature of the claims was that were rather 
promptly filed against the property that has resulted in its retention 
in Government hands all this time. 

So, first, we will talk about General Aniline now. What were 
the adverse claims or adverse interests that were asserted either by 
claimants in this country or claimants in other countries so that we 
can get a little statement in the record on that point. 

Mr. Frye. I might state, Mr. Chairman, that I have not attempted 
to familiarize myself very much with those legal matters which are 
between the Government and claimants. I have felt that there have 
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been so many operating problems and things that I could better de- 
vote my time to that I only know about those things in a general way. 

Senator Dmxsen. That is all we expect, just a general statement. 

Mr. Frye. My general understanding is that with respect to Gen- 
eral Aniline & Film, a Swiss company generally called Interhandel, 
asserted a claim that they were the valid owners of the stock which 
the Government had seized. The other 3 percent of the stock was 
owned by American citizens generally and other nonenemy stock- 
holders, people who had owned the stock before the war. 

Senator Dirxsen. So through this company known as Interhandel, 
ostensibly with headquarters in Switzerland, they asserted it was a 
Swiss company, the theory no doubt being that they tried to reclaim 
the company as a property rather than anything else. 

Mr. Frye. Yes, sir. 

Senator Dirksen. In other words, it was a title claim that they 
asserted. 

Mr. Frye. I assume they didn’t want to lose their value in what- 
ever form it might be, their company or cash. 

Senator Dirksen. When that happened, as I remember the chro- 
nology, Mr. Leo Crowley was then the Alien Property Custodian. 

Mr. Frye. Yes. 

Senator Dirksen. He was succeeded by whom? 

Mr. Frye. Mr. Markham. 

Senator Dirksen. Mr. Crowley was succeeded by Mr. Markham. 

Mr. Frye. Yes, sir. 

Senator Dirksen. Then Mr. Markham was succeeded by whom ? 

Mr. Frye. Mr. Donald Cook. He was succeeded by Mr. Bazelon. 

Senator Dirksen. Who was the Custodian when you became presi- 
dent of the company ? 

Mr. Frre. Mr. Cook. 

Senator Dirksen. Now, this is not meant to be an embarrassing 
question at all, but were you selected or designated or nominated as 
president of the company by the Attorney General, by the President, 
or by the board of directors? I think we should be clear on it. 

Mr. Frye. I will be glad to tell you about that because there has 
been a great deal of untrue publicity about it. 

Senator Drrxsen. I am sure there has. 

Mr. Frye. First, I had been in TWA and had been one of the 
founders of it and spent some 20 years in developing it, and resigned, 
made a decision to resign from TWA, as I say, early in 47. I had 
had a long series of difficulties and rows with the principal stock- 
holders over policies and programs of the company. These were 
pretty well known by a great many people, and Mr. Clark, the then 
Attorney General, who was a personal friend of mine, knew in gen- 
eral of my dissatisfaction with the TWA situation. However, this 
matter first came up on the day that the first public statement was 
made that I was resigning from TWA. I recall that I was in Wash- 
ington at the time. I flew west that evening, and when that appeared 
in the newspapers, Mr. Clark telephoned me and told me that if I 
was getting out of TWA, he would like to talk to me about a problem 
he had. He said one of the big alien property companies had a 
president who had served as president during the war on leave of 
absence from his own business and for several months he had been 
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wanting to return to it and that he was therefore faced with finding a 
successor and told me he would like to talk to me about taking that 
job. Itold him that I was going west then but—I don’t recall whether 
I said I would be back in a few days—anyhow, that was followed by 
my discussing it further with Mr. Clark and his supplying me with 
a great deal of material. I asked him for background of the company, 
financial statements, technical material, what the company did, and 
S80 On. 

I took that West with me and studied it for some time. I con- 
sidered other things that I was offered at that same time that I might 
have gone into. But I decided to accept this job. 

Mr. Clark was the only man who had anything whatsoever to do 
with it. There has been publicity about the President having some- 
thing todo with it. Hedidn’tsofarasIknow. Also, publicity about 
the Democratic National Committee and Bob Hannegan and others. 
The only contact or knowledge that any of the others had, including 
Mr. Hannegan or the Democratic National Committee that I know 
of, was that before I accepted, I spoke to Mr. Hannegan about it. He 
happened to be a personal friend of mine, and he advised me against 

taking it. He icin? t know when I decided to accept it. But he cer- 
tainly had nothing to do with my employment, neither did the Demo 
cratic National Committee. 

Senator Dirksen. So when you were designated, you entered on 
your duties as chairman and president ? 

Mr. Frye. First as chairman. We discussed it and I decided to 
accept it, well, I guess in the meantime Mr. Clark had introduced me 
to Mr. Cook and we had some discussions about the situation and 
Mr. Cook took me to New York, and through him I met Mr. Burpee 
and some other officials of the company and discussed the company 
situation. Mr. Burpee appeared to be very glad to have some relief 
showing up and to be able to go back to his business. 

I suggested and asked that Mr. Burpee remain available for me to 
work with and call on whenever he was needed, because he had had 
the benefit of several years experience with the company and know]l- 
edge of its problems, its personnel, and so on. So that I believe was 
the reason he was retained for 1 year, to give me the benefit of his 
help during that transition period. 

Senator Dirksen. So you were chairman of the board for 1 year ¢ Y 

Mr. Fryer. I was appointed chairman at the annual meeting in 
April, but I didn’t go in as president until August 1. I went back 
to New York, spent the month of July with the company on my own, 
without salary until I became president. I didn’t draw any salary 
as chairman or president until I actually took over the presidency 
August 1. 

Senator Dmxsen. So while the Attorney General may have sug- 
gested your name, the board of directors actually had to act not only 
to make you chairman of the board but also subsequently to select 
you as president ? 

Mr. Frye. That is right. I met the board of directors, of course, 
in the very first instance when I went up there. I met with them and 
discussed the company, and so forth. So it was the board of directors 
who actually anladad me. 

One thing that I think there is a good deal of misconception about, 
and I think has been a very fortunate one, so far as these companies 
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are concerned, is that my experience has been that the Government 
has pretty strictly kept hands off those things that are normally 
handled by the board of directors and m: unagement in a normal pri- 
vately owned company. There have been certain types of things, 
such as major contracts, major decisions, and antitrust matters, and 
so forth, where we have had to get advance approval instead of 
neeting it later. 

Senator Dirksen. Mr. Frye, when you were finally installed both 
as chairman and as president, can you remember offhand who were 
the members of the board of directors and who were the other officers 
of the company ¢ 

Mr. Frye. I can slowly remember it, but I think we have it here. 
J can tell you probably a little faster than this. 

Senator Dirxsen. If you don’t have it handy, you can submit it. 

Mr. Frye. We have it here. 

Senator Dirksen. Very well, if it does not take too long. 

Mr. Frye. At the time that I went there actively and I guess fol- 
lowing the annual meeting at which I was elected chairman, Mr. 
Barlow was a director. Now he is an assistant treasurer of the 
company. Mr. Colvin Brown; Mr. John Bugas, vice president of the 
Ford Motor Co.; Mr. Burpee, and his senior partner; Mr. Coverdale, 
n the firm of Coverdale & Colpitts; Colonel Davis, chairman of the 
board of Missouri Pacific Railroad; Fred Emmerick was one of our 
lawyers in the company; myself; Mr. Heller, who was elected at the 
same meeting. 

Senator Dirksen. Has Mr. Heller been on the board since 1947 ? 

Mr. Frye. Yes, sir. Mr. Mathew J. Hickey from Chicago; Col. 
Louis Johnson, Brian Mannix. I must say that there are some of 
these people who came on later. Mr. Heller didn’t come on until 
September of that year. I have a list of all the people who served 
during the year. Mr. Richard C. Patterson came on in July of that 
year; Dr. Rhodes, who I mentioned awhile ago from Cornell; Dr. 
Wagner, who was elected to the board before I became president. 
Now, those are the only ones who were on the board after I went 
there. 

Now, the officers, there was the vice president and controller, Mr. 
McNeill, who is still there; the treasurer of the company resigned 
about the time I went there to go with the Swiss Chemical & Dye- 
stuff Co. called CIBA. So his righthand man, Mr. Ben Harrison, 
was made treasurer by me and remained with us until about a year 
ago when he went with the Sylvania Electric Products. 

Mr. Gibbons was still secretary at that time and since has been 
made treasurer and vice president. 

Mr. Allen Willaford was the vice president in charge of Ansco. 
Mr. Joe Coffman was vice president in charge of Ozalid. When I 
went there, Mr. Burpee was acting as the head of General Aniline 
Works Division, as well as research and several other activities. Dr. 
Wagner was on a consulting basis when I became president and was 
shortly after that employed by me as vice tenidans in charge of 


operations for the General Aniline Works Division. 

Mr. Dyke was treasurer but, as I say, left just before I got there 
and I made Harrison treasurer, recomended him to the board and they 
approved him. That is all the officers. 
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Senator Dirksen. In theory, Mr. Frye, of course the General Aniline 
and affiliated properties were under the direction of the Office of Alien 
Property because it had been empowered by law to take over and to 
administer these properties. Now, I suppose there has always been 
a question bandied around as to the extent to which the Office of Alien 
Property gave you direction, the degree to which you reported back 
to them, the extent to which they may have prevailed upon you to select 
this person or that person for the board of directors or to intrude 
itself in any way upon management of the company and the selection 
of personnel. I think on that it might be well for you to make a 
sort of general statement of your own for the record. 

Mr. Fryer. Fine, sir. I think that the company management has 
generally relied on the general instructions that were originaly issued 
in connection with the operation of the company. There is a part of 
it that is very brief and I think covers it generally prety well, that 
would be worth referring to. As soon as Mr. Gibbons locates it, I 
will do that. 

With respect to other matters, the Office of Alien Property has in- 
structed us from time to time, instructed us with reference to the 
directors, not to a very great extent but there have been two or three 
directors or four, maybe, since I have been there who have been sug- 
gested by the Office of Alien Property. 

With respect to other personnel 

Senator cmmmeaer Do you remember who they were? 


Mr. Frye. There was Mr. Harold Paull and Mr. Jouett Shouse. I 
will take a look at our list and maybe I can select the names. 

Now, if I can just take a look at this 1952, the directors for 1952, Mr. 
James A. Purse, who died last year, was suggested by Mr. Clark. As 


I understand it, he suggested him, the Office of Alien Property sug- 
gested him to us, although Mr. Clark never insisted or issued any 
instruction along those lines. He always asked me, if he had somebody 
to put on, if he would be fully acceptable to the board and myself and 
seemed to be perfectly willing to be guided by any objections. 

I believe those are the only people. 

Now, I know that Mr. Morgan, Thomas Morgan, was a suggestion 
that came from the Attorney General, Mr. McGrath, in connection 
with him, but that I think grew out of a suggestion I made to someone 
else. 

Senator Butter. Who was Mr. Tom Morgan? 

Mr. Fryer. He is the long-time head of the Sperry Corp. and a man 
I had known in connection with the aviation business for many 
years and one of his close friends suggested to me that he was re- 
tiring and would have some time to spend and why not try to get the 
benefit of his help. So I suggested to someone down in Mr. Mc- 
Grath’s office, not to Mr. McGrath personally—at the time we had a 
vacancy and I know I suggested Mr. Morgan’s name as one and it 
came back to me as a suggestion from Mr. McGrath’s office. 

Senator Butter. Mr. Morgan didn’t have any business dealings 
with the company ? 

Mr. Frve. No, sir. 

Senator Butter. He has a different kind of business? 

Mr. Frre. He is a director of Shell Oil, and Western Union. His 
business has been for all the years I have known him, maybe 25 years, 
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the manufacture of automatic pilots and equipment of that sort for 
ships, submarines, and aircraft. 

Senator Dirxsen. I noticed in that slide, Mr. Frye, that 35 direc- 
torship have changed hands over this long period of time. I suppose 
that was a 10-year period. 

Mr. Frye. Eleven years. 

Senator Dirxsen. How many of those just generally occurred after 

you went to General Aniline? 
’ Mr. Frye. Well, we had three deaths in the last year, for one thing. 
Of course, I don’t think they are in that list. But since I have been 
there, Mr. John Bugas of Ford Motor Co. resigned as a director, Mr. 
Richard Patterson resigned. I will go back through these years and 
see. There isa Mr. Mahaney, from San Francisco, resigned. I would 
say that his election—this goes back to 1950 when he resigned—that 
he was suggested by the Office of Alien Property. 

Mr. Burpee, of course, resigned, and Mr. Coverdale died. Colonel 
Johnson resigned when he became Secretary of Defense. 

Mr. Baynton was director for a period of time. We had a vacancy 
occur and he was Alien Property Custodian at the time, and we were 
having a directors’ meeting in Binghamton. Mr. Baynton was on the 
train going up while we held a directors’ meeting and one of the 
directors suggested he be elected to the vacancy until we got someone 
to fill it. So he was elected and subsequently resigned. That was 
just about the time I went there; there was Mr. Thomas O’Hara, 
Mr. Neal Dow Becker; both resigned. Mr. Williams. I have just 
one more group to go through here. I believe those are all the 
resignations. 

Senator Hennrnes. Who was Mr. Neal Dow Becker ? 

Mr. Frye. He is president of a company called Intertype Corp. 
in New York. This particular one, I don’t know him strveel because 
he resigned about the time I came in. 

Senator Dirksen. May I say to the committee I assured Mr. Frye 
that we would end the proceeding at 4:30 because he has something 
else to do this afternoon. We will resume at 10 o’clock tomorrow 
morning. 

Senator Smrrn. May I ask him one question ? 

Senator Dirxsen. Yes, Senator Smith. 

Senator Smrru. A letter you wrote to Mr. Kirks on February 5 
has just been shown me. You mentioned the negotiations which 
took place between Mr. Halbach, who was former president of General 
Aniline, as I understand. 

Mr. Frye. General Dyestuff. 

Senator Smiru. In which he was dealing with a company for the 
purchase of the stock of the Verona Chemical Co., that Mr. Hal- 
bach 

Mr. Fryer. He bought the stock in the company. 

Senator Smrru. Did you have anything at all to do with that? 

Mr. Frye. Not very much. A committee of directors devoted some 
considerable time to that. I was president of General Dyestuff, of 
course, at the time. I was aware of what was going on. 

Senator Smiru. He did buy the stock? 

Mr. Frre. Yes, sir. 

Senator Smiru. We will go into that later. 


41389—54—pt. 135 
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Mr. Frye. If I may, Mr. Chairman, I have found this first directive, 
this early directive to Mr. McConnell who was the first president of 
the company. I won’t take the time to read all of it, but there are two 
or three pertinent things I believe that are said in it. This is letter 
from Mr. Morgenthau dated April 7, 1942. It says: 

I have pointed out that the Treasury Department would not try to run an 
industrial company but wanted to be sure that the affairs of General Aniline 
were in the hands of competent men of both technical training and business 
experience, capable of operating the affairs of the company in a businesslike 
manner. 

He said: 

At that time I indicated my desire that those chosen to manage the affairs of 
the company takes into account at all times the fact that, one, the United States 
is at war, and two, that it is the intention and desire of the Government as 
the company’s principal stockholder, and presumably all other stockholders, 
that the activities and facilities of the company are to be applied to the fullest 
extent to the war effort. 

Then he said: 

You agreed to suggest without delay a board of directors, not more than four. 

He names who those were. The thing I wanted to say particularly 
is down at theend. He says: 

I might also repeat what I have said before to the effect that the new board 
of managing directors is to have complete authority and control of the selec- 
tion of competent Americans to restaff the company and that the company, both 
during and after its Americanization, is to be run in all ways in accordance 
with sound American business methods. 

I think that everyone has sort of taken that as a basic directive. 
The boards of directors have referred to that directive from time 
to time and it has never been changed. 

Senator Dirksen. I would suggest to the committee, when we start 
tomorrow, Mr. Frye has here a supplemental statement that deals in 
a general way with operations and personnel, and so forth, and that 
might be the first order of business tomorrow morning. We can 
interrogate and interrupt as we go along. Then we shall have, I 
think, a pretty good foundation and a pretty good concept of the 
thing that is generally before us. Then of course we can move out 
from that point on. So I thought you might want to take that state- 
ment along and go over it this evening. 

So we will meet here at 10 o’clock tomorrow morning. 

(Whereupon, at 4: 30 p. m., a recess was taken until 10 a. m., tomor- 
row, Friday, March 20, 1953.) 
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ADMINISTRATION OF THE TRADING WITH THE 
ENEMY ACT 


FRIDAY, MARCH 20, 1953 


Unirep States SENATE, 
SUBCOMMITTEE ON THE TRADING WitH THE ENEMY AcT 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10:20 a. m., pursuant to recess, in room 
457 of the Senate Office Building, Senator Everett M. Dirksen (chair- 
man of the subcommittee) presiding. 

Present: Senators Dirksen (chairman of the subcommittee), Hen- 
drickson, McCarran, Hennings, and Kefauver. 

Present also: Edward A. Hayes, chief counsel to the subcommittee ; 
John W. Nairn, counsel to the subcommittee, William A. Kolar and 
Robert H. Hagan, investigators. 

Senator Dirksen. The committee will come to order. 

As indicated yesterday, we will resume with Mr. Frye. Now Mr. 
Frye has prepared a statement, which I assume he would want to 
present to the committee at this time; that is, your prepared statement. 
The statement has already been made a part of the record I believe 
yesterday inasmuch as in the reading it will probably be chopped up 
somewhat by questions as we go along. 

So if you like, Mr. Frye, suppose we resume at this point with your 
prepared statement ? 


TESTIMONY OF JACK FRYE, CHAIRMAN OF THE BOARD AND PRESI- 
DENT OF GENERAL ANILINE & FILM CORP., AND PRESIDENT OF 
GENERAL DYESTUFF CORP.—Resumed 


Mr. Fryer. Do you wish me to read the statement ? 

Senator Dirksen. The members may feel free to break in. 

Senator Hennrnes. Is this the statement that Mr. Frye read por- 
tions of yesterday ? 

Mr. Frye. That is the statement which I submitted to the record 
yesterday. 

Senator Dirxsen. There will be perhaps some repetition. 

Mr. Frye. My name is Jack Frye. 1 am chairman of the board 
and president of General Aniline & Film Corp. and president of 
General Dyestuff Corp. I have held these positions since 1947. 

In 1942 the majority of the stock of both companies was seized by 
the Government under the trading With the Enemy Act. The Gov- 
ernment now holds 98 percent voting control in General Aniline and 
100 percent in General Dyestuff. 
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Senator Dirxsen. Mr. Frye, at that point let me ask about the other 
2 percent of General Aniline. Where is that stock, and how is it held? 
Mr. Frye. That is in the hands, sir, of about some 600 American 
stockholders, and that stock was held by Americans or other friendly 
nonenemy citizens prior to the vesting. : 
Senator Dirksen. Do they manifest an interest in the operations of 
the company ? 

Mr. Frye. Yes, sir. Quite a number of them take a very active 
interest in the affairs. They attend the annual meetings and are in 
touch with management with respect to various questions through 
the year, and of course, they have been much concerned about the 
prolonged holding of the Government’s interest and its adverse effect 
on the company as well as they have been very dissatisfied with the 
relationship between General Dyestuff and General Aniline. 

Senator Dirxsen. Does that minority interest have any representa- 
tion on the board of directors? 

Mr. Frye. No, sir, although we have invited people from that group 
to go on the board. There is one man in particular, a man named 
Harry L. Derby, retired president of American Cyanamid, who I be- 
lieve speaks for about 50 percent of that stock, and he has been ex- 
tremely interested. Of course, he has a very intimate knowledge as 
to this kind of business. He has been very helpful to management, 
I would say, because I have since becoming acquainted with him at 
annual meetings, I have gotten in touch with him whenever we had 
anything of major importance in order to get the benefit of his advice. 

One time I cleared with the Attorney General, inviting him to sit 
on our board. I did invite him, and he referred it to his counsel and 
said that he was advised by his own counsel not to do so. 

Senator Drrxsen. Have these minority stockholders expressed 
themselves publicly or privately in the form of letters or otherwise 
concerning operations, management, and the future of the company ? 

Mr. Frye. Yes, sir. I think the most tangible expression along 
that Jine is contained in the minutes of our annual stockholders’ meet- 
ing in 1952. There has been some similar discussion through the 
years, but last year the whole subject seemed to come to more of a 
head than ever before. I have a copy of those minutes. 

Senator Henpricxson, Is that the resolution we saw on the screen 
yesterday ? 

Mr. Frrer. That resolution was read to the stockholders. That res- 
olution, however, was passed by the board of directors originally in 
1948, 

Senator Henpricxson. I see. 

Mr. Frre. I would be glad to put in the record or present to you 
the minutes of the annual meeting of last year in which there is con- 
siderable discussion by minority stockholders and an expression of 
their views. 

Senator Dirksen. I think you might submit it to the committee, 
and then we will examine it for content and length so that we do not 
encumber the record too much. 

Mr. Frye. All right. 

Senator Dirksen. Now I think this is a good point also to tell us 
about the vesting of General Dyestuff. You say here you have 100- 
percent voting control ? 
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Mr. Frye. Yes, sir; the Government has. It vested or acquired all 
of the stock in General Dyestuff Corp. The various steps that have 
been taken through the years by the Government and the various con- 
troversies over that vesting are matters that I haven’t particularly 
concerned myself with because I have felt that it was a matter be- 
tween the Government and the people concerned. 

Senator Dirksen. Oh, yes. 

Mr. Frre. I couldn’t relate step by step what has occurred very 
effectively because I have, as I said yesterday, tried to devote my time 
and attention to the problems that were in my bailiwick in the oper- 
ating of the companies rather than in the controversies between the 
Government and other parties. 

Senator Dirksen. General Dyestuff is your sole sales outlet ? 

Mr. Frre. Sole sales outlet for the General Aniline works division, 
the dyestuffs and chemical division. 

Senator Dirksen. So if you did not have General Dyestuff to de- 
pend on, you would have no sales contacts or outlets whatsoever and 
would be virtually immobilized ¢ 

Mr. Fryer. That is correct. It would be very seriously affected if 
it didn’t have the facilities of General Dyestuff. 

Senator Dirksen. GDC is quite independent of Ozalid and Ansco? 
It has no subsidiary dealings with those two corporations ? 

Mr. Fryer. That is correct. 

Senator Dirksen. Any other questions? 

Mr. Nairn. Mr. Frye, you stated yesterday that the future of the 
corporation lay in the development of new ideas. I wonder if your 
statement was based upon a theory of possible abandonment of what 
I understood was in the past the principal business of GAF and 
through GDC, namely, the Dyestuff part of General Aniline? 

I notice that your figures showed such a decline in the last 10 or 12 
years of the profit picture in General Aniline Works? 

Mr. Frye. I didn’t mean that at all. As a matter of fact, when 
| referred to the future in development of new lines, I was referring 
to the General Aniline Works Division, not the corporation as a whole. 
What I meant by that was that the dyestuff industry itself is fairly 
static. It is a fairly small industry on the whole. However, the 
knowledge, the know-how, textiles alone are up or down. 

Mr. Narrn. Well, if I understand you correctly, though, you would 
say that the basis of these corporations is the dyestuff business? If 
that was eliminated, that aspect of the business, the foundation would 
be drawn out from under GAF today ; would that be correct ? 

Mr. Frye. The foundation certainly would be drawn out from un- 
der General Aniline Works Division, and some effect would be had on 
Ansco and Ozalid because to a considerable extent the chemicals re- 
quired in the Ansco and Ozalid operation are produced by the Aniline 
Division, but they wouldn’t be necessarily wrecked by that, but cer- 
tainly the corporation would be seriously hurt. 

Mr. Nairn. At the time of the vesting of the stock of the General 
Aniline & Film and General Dyestuff, I understood that there was an 
individual named E. K. Halbach who was the principal stockholder 
and president of General Dyestuff Corp. and that from the time of 
vesting until his retirement in August of 1950, he continued in the 
business as general manager. I do not recall his exact, title 
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Some of that was during the period you were president. It has 
come to the attention of the subcommittee staff that within the last 
few months a problem has arisen which you have apprised us of with 
respect to Mr. Halbach’s activities after his retirement from the com- 
pany, and I wonder if you would be good enough at this point to give 
us the background of that problem which is now facing the business, 

Mr. Frye. The new development which has occurred is that Mr. 
Halbach has apparently established or is in the process of setting 
up a business to compete with General Aniline, using largely foreign 
materials, German materials. He has made arrangements with some 
of the German dyestuff and chemical companies to represent them in 
this country. 

In that connection he has employed to the best of our knowledge 
all of his personnel from General Dyestuff, having employed, I be- 
lieve, 12 people to date. He has employed 12 pretty important key 
people from General Dyestuff and has attempted to employ 11 others 
that we know of. That creates a pretty difficult situation for us, and 
of course presents a pretty serious threat to our business because if 
Mr. Halbach is able to raid our company and take the heart out of 
our personnel and know-how and substitute our manufactured sup- 
plies with German-made supplies, it is going to hurt both General 
Aniline and General Dyestuff Corp. pretty seriously. 

Mr. Natrn. What was the basis of Mr. Halbach’s development of 
this competitive business? Did he have some corporation that he ac- 
quired to build up as a competitor to General Dyestuff and GAF? 

Mr. Frye. I assume you are referring to the Verona Chemical Co., 
which was formerly owned 49 percent by General Dyestuff Corp. and 
51 percent by Mr. Halbach and associates. That is a little specialty 
chemicals company which is not in the dyestuffs business and which 
Mr. Halbach and associates purchased, in which they purchased the 
General Dyestuff interest back in 1951. We don’t believe that the 
Verona Chemical Co. particularly added to Mr. Halbach’s facilities 
for setting up this competitive operation. We believe, as a matter of 
fact, we have discussed this thing of course since these developments, 
and we believe that if we had purchased his interest in Verona, which 
was proposed—he proposed to purchase or sell—he could have had, 
of course, the additional capital from us which would have maybe 
helped him even more in setting up the new business. 

As we understand it, the new business is not using the facilities of 
Verona Chemical, the physical facilities. They don’t even have the 
offices in the same location; they have rented new locations for ware- 
housing and personnel and so on, and of course have employed en- 
tirely new personnel to operate the business. It is a different kind of 
business. 

So I think that is the meaning of your question. We did sell our 
49 percent in the business to Mr. Halbach, but we don’t think it ma- 
terially affected his going into this bvsiness. 

Senator Dirksen. Let me see if I am clear on this. Verona Chem- 
ical Co. was a privately operated plant of some kind, located where? 

Mr. Frre. Located in Newark, N. J., and it was owned 49 percent 
by General Dyestuff Corp. and 51 percent by Mr. Halbach and some 
other people. 

Senator Dmxsen. How long? 
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Mr. Frye. For many years back before vesting even, and that con- 
tinued up until 1951. 

Senator Dirksen. And it was an operating concern ? 

Mr. Frye. Yes, sir, it operated in some specialty chemicals. They 
made materials for perfumes, and one of their businesses was in an 
interesting thing. It was to buy the soot from chimneys where coffee 
was roasted and extract the caffeine from that, and that went into soft 
drinks. It had some specialty things of that character. 

Senator Dmxksen. Which of your companies owned that? 

Mr. Fryer. General Dyestuff. 

Senator Dirksen. And you sold that interest to Mr. Halbach? 

Mr. Frye. Yes, sir. 

Senator Dirksen. What was the consideration for the sale? 

Mr. Frye. The amount was $285 a share, a total of $353,000. 

Senator Dirksen. What was that? 

Mr. Frye. $353,000. 

Senator Dirksen. That means then that Mr. Halbach owns to- 
gether with his associates 

Mr. Frye. One hundred percent of Verona Chemical now. 

Senator Dirksen. And they are now trying to go into a competing 
line of business in the manufacture of chemicals? 

Mr. Frye. Mr. Halbach is. To what extent Verona Chemical is 
involved, I don’t know, but we don’t think very much because it 
doesn’t have any facilities or space or anything else that fits into this 
competing line. He has rented new facilities for that, hired a new 
organization for it. 

Senator Dirxsen. For the same company or for still another 
company ? 

Mr. Frye. We believe that it is a division of Verona. 

Mr. Hayes. Mr. Frye, are you familiar with the basis upon which 
you were authorized to dispose of the 50 percent stock interest which 
General Dyestuffs had in Verona Chemical Co. ? 

Mr. Fryre. Yes, sir, in a general way, I have minutes of the board 
meetings. I must say this negotiation before sale went on for quite 
a period of time, about a year, in which Mr. Halbach was offering to 
buy or sell. A great deal of study was given this. We had technical 
people from our plants, Grasselli and home oflice to study the Verona 
facilities to see if they would be of value to General Aniline or General 
Dyestuffs. 

All our people decided that the plant and business of Verona would 
not be a worthwhile addition to our businesses, therefore that we 
should sell if we could get the right kind of price. We negotiated 
price up and down and had appraisals made by the American Ap- 
praisal Co. We found out what Mr. Halbach had gotten in the way 
of appraisals from banks that were going to lend him money for 
buying the stock. We attempted to find other buyers for that interest 
in case we bought Mr. Halbach’s stock, to find buyers for the company. 

There was a special committee of directors of General Dyestuff 
set up to pursue this matter for quite a period of time. They made 
frequent reports to the board, and I have here the final report and 
resolution with respect to sale. 

Now we considered the thing of enough importance at the time that 
we of course kept the Office of Alien Property informed and at the 
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meeting where this was approved both Mr. Rubin and Mr. Baynton 
attended the General Dyestuff meeting and lent their approval, the 
approval of their office, to the transaction. 

Mr. Narn. To what extent did the Office of Alien Property partici- 
pate in the actual determination of the advisability of sale prior to 
the appearance of Mr. Baynton and Mr. Rubin at the board meeting 
where the decision was made? 

Mr. Frye. Well, I know at one point during these negotiations we 
heard rumors that Mr. Halbach intended to use this company as a 
vehicle to go in competition with General Dyestuff, and we were told 
that the Office of Alien Property investigated those rumors and studied 
them and came up with the conclusion that there was no foundation 
for them. 

Senator Dirksen. This might be a good point in the record to 
clarify this situation. What relationship did Mr. Halbach have to 
General Aniline ? 

Mr. Frye. Mr. Halbach, during his employment by General Dye- 
stuff Corp., I guess from the time of vesting up until some time after 
I came in, was performing the duties of general manager of the 
General Dyestuff Corp., which was the sales agent for Gener: ral Aniline 
Works. He had no connection with General Aniline itself, other than 
service on a committee of the board on increasing manufacturing 
facilities. 

Senator Dmxsen. He was not an officer, director, or paid employee 
of General Aniline? 

Mr. Frre. No, sir. 

Senator Dirxsen. So his whole relationship is with the sales outlet? 

Mr. Frre. Yes, sir. 

Senator Dmxsen. What was his relationship there to General 
Dyestuff ¢ 

‘Mr. Frre. Well, he performed, before vesting he was president 
of General Dyestuff, and after vesting he performed the function 
up until I would say a year or a year and a half before he retired, 
of general manager. 

Senator Dirksen. What was his financial interest in General Dye- 
stuffs ? 

Mr. Frye. Well, his financial interest had been vested. I don’t 
know personally, but I understand it was a majority interest, perhaps 
over 50 percent. 

Senator Dirksen. So his interest was vested ? 

Mr. Frrr. Yes, sir. 

Senator Dirxsen. Is he an American citizen, by the way ? 

Mr. Frve. I understand he is. 

Senator Henprickson. Where does he live now, do you know? 

Mr. Frre. He had always lived in New Jersey at Short Hills. I 
assume he still lives there. 

Senator Dirksen. We might pursue one other thing. In your slide 
yesterday you indicated that 82 or 83 of your top men in the $10,000 
bracket or over had left the company, had left General Aniline? 

Mr. Fre. Yes, sir. 

Senator Dirksen. Where did they go, by the way? Just give us a 
general statement. 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 547 


Mr. Frye. They went all through the chemical industry pretty 
much. A number went to either old competitors or new companies 
at set up dyestuff manufacturing. 
“Senator Dirksen. Now Eastman Kodak is a competitor. Did some 
go to Eastman? 
Mr. Fryer. I don’t know of any, sir, that went to Eastman. I have 
a complete list of them and where they went. 
Senator Dirksen. We might insert that in the record. 
Mr. Narn. That would be a good idea. 
(The information referred to is as follows :) 


List of Key Empioyvers GAF-GDC TrerMINaTInG Durine Pertop Fesruary 16, 
1942 Tro Present—Marcu 15, 1953 


Part I (employees $10,000 and over, 91) 
(This section lists all terminations except for death and retirement and 
shows place of employment immediately after termination.) 
Part II (employees under $10,000, 36) 


(This section lists only those terminating employees who are known to 
have left GAF-GDC to join competitive companies and to associate them- 
selves in those companies with previously terminated employees listed in 
part I.) 
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Mr. Frye. I must say in fairness, to be certain that I haven’t been 
misunderstood, with respect to competition or competitive activities 
that the top or from the policy levels of the companies such as East- 
man, Du Pont, American Cyanamid, our large competitors, I would 
say that those companies have all been most fair and considerate. 
They certainly haven’t adopted any kind of unethical practices. 

The people who have taken advantage of our position have generally 
been smaller companies or people down around the direct selling levels 
who I think naturally have taken advantage without the knowledge 
or consent of the people up in the upper brackets of those companies. 

Senator Dirksen. By that you mean they do not pirate away some 
of your experienced personnel ¢ 

Mr. Frre. That is right. 

Senator Dirksen. What happens if a topflight man simply leaves 
and presents himself to Du Pont and says, “Look, I would like to get 
a job”? 

Mr. Frye. Naturally if they need him they give him one. 

Senator Dirksen. Yes. 

Mr. Fryer. Here are some of the companies people have gone to: 
Althouse Chemical, Barrett division of Allied Chemical & Dye, Arnold 
Hoffman Co., the Azon Co., U. S. Metal Co., Technifax Corp., Ford 
Motor Co., Continental Can, Delta Pipe & Boiler, Celanese Corp., 
Colgate, National Aniline, Chemstrand, Atlantic Chemical, Ciba, a 
Swiss dyestuffs competitor, Kellog Co., Sylvania Electric Products, 
Rumford Chemical. 

Senator Dirxsen. This is a specialized field and skilled and tal- 
ented technical ‘wheteenn I assume are very valuable to the operations 
of the company ¢ 

Mr. Frrer. They are in great demand, and of course the chemical 
industry as we all know has seen enormous development and growth 
in the last few years and is of the greatest importance to us in the 
future as natural resources are used up because chemistry replaces 
things that are no longer available through natural sources and 
creates many new things. 

Senator Dirxsen. If there are no more questions we will continue 
with the statement. 

Mr. Frye. It is my purpose in this statement to give you a clear 
picture of these companies under Government ownership. Due to the 
complexities involved, however, my statement would probably be 
unduly lengthy if I sought in it to cover all the problems fully. 
Therefore, I shall restrict my statement to what I consider the most 
important matters. I shall, of course, be happy to try to answer 
or get the answers to any questions you may have. 

Let me also say at the outset that I and the other employees are 
proud of these companies. We are proud of the record they have 
made under very trying conditions. Immediately after seizure the 
operating emphasis was, of course, directed principally to furthering 
the war effort. But the ultimate aim has been to operate the com- 
panies insofar as possible in such a way that they can be returned to 
private ownership in a position to compete effectively in the American 
economy. 

We believe that, in considerable measure, we have achieved this 
objective. And we are proud of it, because we have done it despite 
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severe handicaps inherent in the facts of former German control and 
present Government ownership. Our earnest hope is that what trans- 
pires at these hearings will not detract from the good name of the 
companies or their ultimate value to the war claims fund. For to the 


extent this happens, both our aim and, I am sure, the aim of this com- 
mittee will be defeated. 


Il, 





THE COMPANIES UNDER GERMAN CONTROL 


To understand GAF’s operations 
Senator Hennines. May I ask a question ? 

Senator Dirksen. Senator Hennings. 

Senator Hennincs. What do you mean by “our earnest hope is 
that what transpires at these hearings will not detract from the good 
name of these companies”? Do you have any particular apprehensions 
relating to any specific area of inquiry or field, such as the disclosing 
of trade secrets or anything of that character? Is that what you have 
in mind ? 

Mr. Frvre. I don’t think those things would detract from the good 
name of the company. I had in mind more the fact that a great deal 
of untrue and unfair publicity has been created about the companies 
that has been harmful to them over the last year and a half by charges 
that have been made that had no foundation. 

As I said yesterday, there has been a tremendous lot of publicity 
that has harmed the morale of the organization; it has hurt us with 
customers, suppliers, and I just meant that I hoped that nothing 
unfair or unreasonable wonte be created along that line as a result 
of the hearings. 

My experience has been in the past here we have had « lot of 
publicity, headlines, about these charges which had no foundation 
but when we tell the complete story oa the facts we get no attention. 
We gave a lot of the facts yesterday, but most of the newspapers 
carried none. I don’t blame the newspapers for that because it isn’t 
news to give the answers. That is all I meant, sir. 

Senator Henninos. Thank you. 

Senator Dirksen. I might say at this point, and I think the com- 
mittee will bear me out, that we have bent over backward to keep it 
on fair and constructive lines. This committee has not been seeking 
headlines at all. We have been assigned a job to do under a resolu- 
tion passed by the Senate, and we want to do that as fruitfully and as 
equitably as we know how. 

Mr. Frye. Mr. Chairman, the statement was naturally written and 
developed over a period of time before I came down to the meeting. 
I said yesterday in my remarks that I expressed my appreciation to 
the committee and its staff for the very fair and businesslike treat- 
ment we have been accorded, and I want to say that I am completely 
happy and pleased with what I feel to be your attitude just as you 
expressed it now. 

Senator Dmxsen. Thank you. 

Mr. Frre. Shall I proceed, sir? 

Senator Dirksen. Proceed. 


Mr. Frye. To understand GAF’s operations under Government 
ownership it is desirable to understand how it was operated under Ger- 
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man control. Under the Germans, the main outlines of the physical 
properties and product lines of the three operating units were about 
the same as they are today. 

General Aniline Works, Inc. (now General Aniline Works division) 
manufactured dyestuffs, textile auxiliaries, and specialty chemicals in 
plants located at Grasselli, N. J., and Rensselaer, N. Y. Agfa-Ansco 
Corp. (now Ansco division) manufactured rameras, film, and photo- 
graphic accessories in plants at Binghamton, N. Y. 

Senator Hennrnes. May I ask you this, Mr. Frye? The Grasselli 
Co., that was a chemical company at one time in Cleveland, Ohio, and 
was it not later acquired by Du Pont, and is there not now a so-called 
Grasselli division of Du Pont? 

Mr. Frye. Du Pont has a plant just across the fence from our plant 

New Jersey. 

Senator Hennrnes. I see. You did not acquire this from Du Pont 
or from the Grasselli 

Mr. Frye. I of course wasn’t there at the time. Mr. Gibbons knows 
that background. I know it ina general way. He says that this plant 
was originally the one plant. It was split up with the heavy chemicals 
going to Du Pont and the dyestuffs going to the Grasselli Chemical 
Co. 

Senator McCarran. Mr. Chairman ? 

Senator Dirksen. Senator McCarran. 

Senator McCarran. When was that with reference to vesting? 

Mr. Fryer. It was many years before, sir, back in the twenties, as I 
understand it. 

Senator McCarran. That is what I thought. 

Mr. Frye. Ozalid Corp. (now Ozalid division) made white-print 
machines and sensitized materials in its Johnson City, N. Y., plant 
and additional sensitized material in a smaller plant at Detroit, Mich. 
General Dyestuff Corp. was, and still is, the exclusive sales agent of 
General Aniline Works division. 

Senator Dirksen. Mr. Frye, let me ask at this point, is that a con- 
tract arrangement between Aniline and General Dyestuffs ? 

Mr. Frye. That was the result of a contract made in 1928 I assume 
at the direction or under an arrangement with the I. G. Farben 
people, and it is a peculiar contract which has no termination in it, so 
our lawyers haven’t been able to give us any very definite advice about 
what we could do about it. 

Senator Dirksen. So that original sales agreement is still in effect? 

Mr. Frye. Isstill in effect. 

Mr. Hayes. At the time of the vesting the man who was president 
of that sales corporation was this individual named Halbach about 
whom you spoke ! 

Mr. Frve. Yes, sir. 

These units and General Dyestuff, however, were not self-sufficient, 
but were operated as simeainaen to the I. G. Farben. They were 
dependent in a number of ways upon their parent. So long as the 
German control] existed, this worked to the companies’ advantage, as 
Germany had long been the world leader in the organic chemical 
industry. 

But when the ties with Germany were cut off by the war, major 
problems were created which management has been attempting to 

41389—54—pt. 136 
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solve ever since. Some of these problems have been solved, but it 
will be extremely difficult to solve others while the companies remain 
in their present status. I shall name a few of the most important. 

1. Key personnel: The German management did not rely upon the 
development of American-born executives within the company. A 
considerable number of top executives and important technical men 
were of German background and training. When the war began most 
of these men were discharged for security reasons. American man- 
agement was hard-pressed to replace them because of the competitive 
market that existed for capable personnel. 

Senator Dirksen. Were they American citizens? 

Mr. Fryer. Most of them were. 

Seantor Dirksen. They were American citizens? 

Mr. Frye. Yes, sir. 

Senator Henprickson. Naturalized American citizens? 

Mr. Frye. Yes, sir; naturalized. 

Senator Dirksen. 1 wondered whether they had been personnel 
that had been brought over but retained. 

Mr. Frye. Mr. Gibbons said they were initially brought over from 
Germany and became naturalized citizens. 

Senator Dirksen. I see. 

Mr. Fryer. 2. Research: To compete today and stay competitive in 
the future it is essential for a chemical company to have first-rate 
research. Research is necessary both for the development of new 
products and more efficient use of the products at hand. Practically 
all of General Aniline Film’s significant research as well as its patents 
stemmed from I. G. Farben in Germany. The know-how was also 
developed in Germany and installed in the company’s plants by 
technicians sent over from Germany. Consequently, when the war 
began General Aniline Film, unlike its competitors, was without re- 
search facilities of any consequence, and, in addition, lost know-how 
through dismissals of key technical employees. 

3. Basic materials: Prior to the war most of the basic materials 
and intermediates from which dyes are made, as well as most sensitiz- 
ing dyes and color formers, used by Ansco and Ozalid, were procured 
from or through Farben. With the outbreak of the war, the company 
had to rely on its own competitors in this country for the most im- 
portant of these materials. 

Senator Dirksen. Where those basic materials or intermediates that 
you referred to yesterday ? 

Mr. Frye. Both. 

Senator Dirksen. Now I think you indicated that you are making 
some 200 of your own intermediates at the present time? 

Mr. Frye. We indicated that we had developed processes to re- 
place three-quarters of the 200 mast important intermediates; yes, sir. 

Senator Dirxsen. But are you purchasing intermediates from 
abroad now? 

Mr. Frye. We buy some from abroad and some domestically ; yes, 
sir. We have had to do that since the end of the war due to shortages 
here and uncertainty of supply, buy when we could secure things 
from abroad. 

Senator Hennines. Mr. Chairman, I am afraid I am in complete 
ignorance. I do not know what intermediates in this sense means. 
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Mr. Fryer. It means that first we use in this operation about 50 basic 
chemicals, things like betanaphol, pthalicanltydride, and sulfuric 
acid, and so on. Intermediates are the forms of materials between 
raw materials and finished goods. In our case we use 50 raw ma- 
terials, about 50, which are mixed together in various amounts and 
under various conditions of temperature and pressure to produce 
about 600 intermediates. 

These in turn are put together under various conditions and mix- 
tures to produce our 1,000 basic dyes. 

Senator Dirxsen. I think it gets its name because it is an inter- 
mediate step ? 

Mr. Frye. From the raw material to the finished goods. 

4. Policy: Policy was not completely in the hands of local manage- 
ment. One of the most serious effects of this was that when the war 
began, the product line, part of which had been supplied by the Ger- 
mans, was not complete. Another effect was that the companies 
were denied export markets. These and the relevant patents and 
trade-marks were reserved to Farben. 


Ill, THE COMPANIES UNDER GOVERNMENT OWNERSHIP AND AMERICAN 
MANAGEMENT 


Personnel: The replacement of the executives and technical men 
dropped for security reasons was difficult enough in itself. The task 
was made even more burdensome by the need to find additional men 
required to supply new services previously performed by I. G. Farben, 
such as research, development, and patent departments. 

Senator Dirksen. May I ask at that point? 

Mr. Frre. Yes, sir. 

Senator Dirksen. Since they were dropped for security reasons, 
that must have been before your time? 

Mr. Frre. Yes, sir. 

Senator Dirksen. Did they have an FBI investigation and then 
drop them as a result of the findings? 

Mr. Frye. Yes, sir. That is what I am told. 

In my view, these posts are now staffed by able and competent men. 
But we have had, because of our abnormal status, great difficulties 
in finding and keeping able key personnel. In addition, we have had 
more than the usual problem of ridding ourselves of those persons 
who didn’t develop on their jobs or who turned in inferior per- 
formances. 

During the war, the trouble was common to all companies. Since 
the war, we have not been able to compete with other major chemical 
companies in matters of key personnel, because, in contrast to us, 
they have been able to offer relatively secure futures. General Ani- 
line Film cannot do so because of the obscure future of the company 
itself. 

Senator Dirxsen. May I ask at that point? What limitations are 
on you by virtue of Government operation with respect to such things 
as pension plans, any other employee benefits, the whole wage and 
hour field ? 

Mr. Frre. I don’t believe there are any legal limitations in those 
fields due to Government rules or legal limits. But let’s take first 
the pension plan thing. If I became employed by one of the other 
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companies I would secure a pension plan or ee that meant 
something to me. I know in General Aniline that it is meaningless 
because I don’t anticipate that I will be with General Aniline 
permanently. 

That is true of many other key personnel. They figure that with 
political changes, with changes in ownership, eventual sale of the 
company, that the ‘y have no feeling that their pension plan will ever 
become effective for them in this company. In the meantime the 
years they are putting in it are being wasted so far as building an 
equity in a pension plan with someone else. 

Senator Dirksen. There is, however, no legal restriction or inhibi- 
tion on setting up such a plan ! 

Mr. Frve. No, sir, we have a good pension plan in the company, 
and so far as the run-of-mill employees is concerned, it is effective. 
Of course, we are unable to offer stock participation, stock options, 
stock vaeiiiialos and profit sharing and other Henefits such as most 
of our competitors do offer. Of course, one of the largest things I 
mentioned is the uncertainty of the future. The employee, technical 
employee, who is doing a technical job, doesn’t know today whether 
he is going to be able to perpetuate that work. 

The aver age chemist or highly technical man that becomes involved 
in something like our acetylene dev elopment is as much interested in 
knowing that that dev elopment is going to go ahead and that he is 
going to reap the rewards of recognition in his work as he is in the 
tangible salaries and benefits, I believe. 

In our case there is great concern by our people as to whether the 
company can finance new development or Be new management 
will come in and say, “I don’t think this is good development; we will 
cut this out.” In the matter of our acetylene program, as I said 
yesterday, I think we have a most interesting future if we can finance 
it. 

Many companies today recognize these possibilities and have made 
offers to several of our key people in that field who have the know- 
how that is of greatest importance. If we lose that know-how and 
those people, we could just wipe out the several million dollars we 
have spent in the acetylene development. 

Mr. Naren. Does that also apply to the personnel in the General 
Dyestuff Corp. as the sales agency! Are they technicians? 

‘Mr. Fre. Practically all of the sales people in General Dyestuffs 
are highly qualified technicians. Dyestuff selling is probably more 
highly complex, requires more technical know ledge an any other 
type of selling. 

Senator Dirksen. Have you had a turnover of key personnel in 
General Dyestuffs also ? 

Mr. Frye. We have had considerable loss of personnel there, and 
of course the most serious being the one I mentioned a while ago 
where a dozen have been lost in the last 2 or 3 months, a dozen key 
people. 

a Nairn. Mr. Frye, the staff has ascertained that H. Celentano, 

G. Channon, J. A. arabes, W. J. Donnelly, R. J. Fullerton, F. E. 
Hilger R. E. Hill, W. G. Luqueer, B. B. Meady, K. H. Sturtevant, 
R. B. Taylorson, M. A. W estbury, have left General Dyestuffs Corp. 
to go with Verona Chemical. 
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Now are those individuals essential to the operation of General 
Dyestuffs Corp.? What is the import of their departure on the 
prospects of the business of General Dyestuffs ? os 

Mr. Frye. Those people occupied some pretty important positions 
n General Dyestuffs. I can tell you who they were. Mr. Celentano 
was in the New York laboratory. He was the naphthol expert; that 
is one type of dye. There was Mr. Channon, the New York laboratory 
printing expert. R. J. Fullerton was the manager of dealer sales. 
Mr. Luqueer was New York salesman. Mr. Meady was a salesman 
from Providence; Mr. Taylorson was assistant branch manager at 
Providence, and M. A. Westbury was the secretary of the Providence 
branch. 

We lost two other people from the New York laboratory, naphthol 
technicians. Mr. Farrington from Grasselli was a senior analytical 
technician; another man was senior contro! chemist, and then we lost 
Mr. Hilger, who was our Philadelphia branch manager, and a Mr. 
Hill, who was a salesman, are among the people who have gone with 
Mr. Halbach. 

Senator Dirksen. As a general matter, how long had they been 
associated with General Dyestuffs ? 

Mr. Frye. They are all fairly old employees. Mr. Taylorson had 
been with General Dyestuffs 25 years. 

Senator Dirksen. You do not have to particularize it. 

Mr. Frye. They were all people who had been with the company, 
Mr. Meady, 22 years. They are really key people. 

Mr. Natrn. Why do you think that they left to go with Mr. Halbach 
in a venture which is entirely new? Do you think that the possibility 
of Mr. Halbach’s position in the trade and his connections perhaps 
with the importation of cheap dyes is the reason behind these men 
going with him ? 

Mr. Frye. Well, here are the reasons given us by people who have 
been approached by Mr. Halbach’s organization and who didn’t accept 
the offers. These were the reasons that they were given as to why 
they should go with him. 

First is that General Dyestuff’s future is uncertain; it is falling 
apart; that Mr. Halbach’s new venture will take a lot of business 
from GDC; that Mr. Halbach has been able to get legislation intro- 
duced which is likely to give GDC back to him and that the people 
who come with him at this time will be favored in the event of such a 
thing happening. 

Of course, the advantages of Mr. Halbach’s new arrangements in 
Europe, sources of supply at lower prices, and so on. 

Senator Dirksen. I wanted to ask about that. When you were 
speaking about competition yesterday, how effective and keen is the 
competition of materials from abroad now ? 

Mr. Frye. Well, sir, I can’t speak nearly as well on that as our 
sales manager from GDC could, and I would be glad to have him 
testify on that score if you would like to get a very authentic idea, 

Senator Dirxsen. Is he here? 

Mr. Frye. Yes, sir. If you would like to hear from him ? 

Senator Drrxsen. I think we would like to get at least a sentence 
or two. 

Mr. Frye. Mr. Williams? This is Mr. Williams, vice president, 
sales manager for the General Dyestuff Corp., who has been with the 
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company for 25 years and who was prior to this position manager of 
our branch at Charlotte, N. C. 


STATEMENT OF SUMNER H. WILLIAMS, VICE PRESIDENT AND 
SALES MANAGER, GENERAL DYESTUFF CORP., SHORT HILLS, 
N. J. 


Senator Dirksen. Your first name is what? 

Mr. Witu1ams. Sumner. 

Senator Dirksen. Your home? 

Mr. Wriu1aMs. Short Hills, N. J. 

Senator Dirksen. You probably heard my question as to how keen 
the competition is from the standpoint of imported materials? 

Mr. Wiiu1aMs. You are speaking only of imported materials? 

Senator Dirksen. That is right. 

Mr. Witu1ams. Competition “from imported materials is becoming 
more serious today than ever since we have been in this business before 
the war. In looking over the imports coming into this country, there 
are many products coming in at lower prices than we are able to meet. 

I could give you a number of specific instances. To give you one 
very important product, naphthol A. 8. is being imported in this coun- 
try at a landed price of 70 cents a pound at a domestic selling price of 
$1.33. All the manufacturers of that product claim that they could 
not possibly manufacture the product at $1 or $1.05 a pound. 

Senator Dirksen. Mr. Frye, I should say at this point that if there 
is a question that might unwittingly seek to divulge trade information 
of some kind that you feel should not go on the record, you feel very 
free to tell us that that is information that should not be disclosed. 

Mr. Frye. All right. 

Mr. Witui1ams. Would you like me to go on for a minute in regard 
to this import situation? Knowing the history of the dyestuffs, the 
Germans, as you know, had a large part of this market at one time in 
the United States. Certainly they are very anxious to sell their 
goods and get parts of this market back. How are they going to get 
this market back? We do not think they are going to pursue the 
processing of highly competitive selling; we think that they are going 
to offer pr roducts at che: \per prices in order to get a foothold in many 
of the domestic markets. 

They are extremely active now, I think more active than they ever 
have been. 

Senator Dirksen. What would you say about quality of product? 

Mr. Wiiu1aMs. Well, the Germans always made high quality dye- 
stuffs, but we believe we surpassed them in a number of types in this 
country. We have improved on a number of the dyes that were for- 
merly made in Germany, but the Germans certainly are capable of 
manufacturing chemicals and dyes equal to the American standards. 
After all, they have had many years of experience in the dyestuff busi- 
ness, and it was formerly 100 percent their business. We only have 
to go back to prior to World War I when we made no dyestuffs in this 
country at all, and the Germans had the market. 

Due to their condition over there at present and need of dollars, 
they are extremely anxious, as I say, to get back and get part of this 
world market. We believe that they may take steps of moving exces- 
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sive amounts of inventory to this country on letters of credit which 
vould give somebody the advantage in having stocks available for 
sale which they would not have to pay for until they were sold. 

Mr. Haves. Is I. G. Farben a large source of this imported material ? 

Mr. Wut1ams. Of course, the I. G. Farben, as I understand it now, 
does not exist as I. G. Farben, but all those plants that formerly 
made up I. G. Farben are now in production and are now in existence. 

Mr. Hayes. Those are the same facilities which formerly provided 

iterials and so on for the General Dyestutfs Corp. be fore vesting ? 

Mr. Wi1aMs. Yes. 

Mr. Hayes. And this man Halbach was the head of General Dye- 
stuffs and dealt with those facilities for materials prior to vesting? 

Mr. WitriraMs. Yes, sir. 

Senator Dirksen. Thank you. 

Proceed, Mr. Frye. 

Mr. Frye. Have I sufficiently covered this portion about the men 
who have left? 

Senator Dirxsen. That is right. 

Mr. Frye. To the extent the company could, it has sought to make 
employment with it as attractive as possible. A broadened retire- 
ment plan has been in operation since 1944. Salary-evaluation pro- 
cedures were started in 1945 which provide salary range rates meas- 
ured against job responsibility. Since May 8, 1952, the board of 
directors has recommended to the Attorney General the adoption of 
an executive incentive compensation plan similar to those in wide use 
throughout the chemical and other industries. 

Mr. Naren. Mr. Frye, has any action been taken by the Office of the 
Attorney General with respect to the approval or disapproval of this 
suggested plan ¢ 

Mr. Frye. No, sir. Mr. McGrath never acted on it, and Mr. Me- 
Granery never acted one way or the other, and I think it has just come 
to Mr. Brownell’s attention. I had an opportunity to discuss it with 
him a few days ago, and he told me that he would look into it. 

Mr. Narn. In that line, have you experienced difficulty generally 
in receiving from the Office of Alien Property approval or disapproval 
of suggestions submitted to them by the company in a ready manner 
so that t they are operative for you? 

Mr. Fryer. I would say that on the whole up until about 114 to 2 
years ago we received pretty fast action and generally good coopera- 
tion and definite answers one way or another on things that were sub- 
mitted. Starting back about 114 to 2 years ago, things that were of 
such importance that they were referred to the . ‘Attorney General have 
just laid there, and nothing has happened to them. 

Mr. Natrn. In that same line, you operate under certain directives 
from the Office of Alien Property. Are these directives of a broad 
general nature to authorize the conduct of the business in the ordinary 
manner that a business would be conducted ? 

Mr. Frye. Yes, sir. 

Mr. Natrn. What particular supervision does the Office of Alien 
Property then exercise over the conduct of your affairs? Why did 
you submit a pension plan for approval and where do you draw the 
line between those things which you can do without approval and 
those which you cannot do unless you elicit approval ? 
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Mr. Frve. I would say that those things are based on judgment 
more or less of the management and board in that we submit—I would 
say we generally submit things to the Office of Alien Property which 
we would otherwise submit to the stockholders. 

Senator Henprickson. It depends on investments to a large degree? 

Mr. Frre. Sir? 

Senator Henpricksen. It depends on the size of the investment 
required ¢ 

Mr. Frye. Very much, sir. When we got to the point of borrow- 
ing money from Metropolitan Life Insurance, of course that was the 
kind of thing which we took up which required that we have the 
approval of Alien Property. On this thing like incentive compen- 
sation, that was a thing that had to be passed at a stockholder’s 
meeting. 

Knowing the Office of Alien Property was the largest stockholder, 
we sought their approval before putting it up to the board. The 
matter had been studied for 2 or 3 years in trying to work out a 
plan which we felt would be practical for our kind of company. 
I had the tentative and verbal approval of the plan for quite a long 
period of time from the head of the Office of Alien Property and 
Mr. McGrath. 

Then it was approved by the board and passed back for formal 
approval, and that never came back. 

Mr. Naren. You did operate under Mr. Cook for a short time while 
he was Custodian, and then later under the Assistant Attorney General 
as Director of the Office of Alien Property ? 

Mr. Frye. Yes, sir. 

Mr. Naren. Did you notice any change? You have indicated that 
there was delay occasioned perhaps by referring questions from the 
Director of Alien Property to the Attorney General, and I wonder 
if it was not perhaps your experience that you received better coopera- 
tion when you had one person to deal with who had the authority. 
Would you comment on that ? 

Mr. Frye. No, sir, I wouldn’t put it that way, although that might 
well prove to be the case over a period of time. I think the reasons for 
the change are sort of slowing up of things with the difficulties that 
the Attorney General seemed to be having, going back 114 and 2 years 
ago, then with publicity about inquiries and the Office of. Alien Prop- 
erty slowed down. They were reluctant to do anything or make 
decisions which might be criticized, so the natural tendency was to 
do nothing. 

I don’t say that they did nothing, but I mean to do nothing that 
might be criticized. Any decision made in this area seems usually 
to be criticized. 

Senator Dirksen. One would assume that in the normal course 
of business you would make advertising contracts for the company ! 

Mr. Frre. Yes, sir. 

Senator Dirksen. Were matters of that kind referred to the Office 
of Alien Property ? 

Mr. Frre. No, sir. 

Senator Dirksen. Matters of legal fees you took care of yourself, 
board action or stockholders’ action ? 

Mr. Frye. Board action. 
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Senator Dirksen. That would be true of insurance and all those 
things that are incident? 

Mr. Fryx. Those external services of that kind, except as I say, 
major loans like the Metropolitan loan, were matters approved by 
the board of directors and not referred to the Office of Alien Property. 

Mr. Nartrn. Do you make a report to the Office of Alien Property 
of such fees? Do they ask you for informaton with regard to them? 

Mr. Frye. As I recall, we send them of course each month the 
minutes of the board meetings which reflect payments of any con- 
sequence for services like that where action is taken, approvals by 
the board, employment of services, and they of course get our financial 
reports that show those things. 

Mr. Nairn. Other than the financial report and the submission of 
the minutes of the board of directors’ meetings, do they supervise in 
any other way your day to day operation ? 

Mr. Fryr. I would say “No,” not generally. As I say, generally 
they function about as stockholders would in a normal corporation. 

Mr. Narrn. Since assuming the presidency in 1947, have you ever 
ben prevented by the Office of Alien Property or the Attorney General 
from taking any plan of action or pursuing any policy which you 
deemed advisable for the company’s efficient and sound operation, 
other than where they have caalenad to act upon a recommendation ? 


Mr. Frye. Well, here is one of the kind of things that we haven’t 
been able to clear through that we think is important to the company’s 
profit and business. Now this is a thing, type of thing, that is difficult 
for the company. I have a memorandum here concerning an agree- 
ment that we had with Agfa Camera Works in Munich, Germany. 


It is an agreemen that calls for Agfa to manufacture cameras for 
Ansco. In anormal business enterprise the board would approve this 
agreement ; management would sign the agreement, and they would go 
ahead and operate under it. In our case we have to submit anything 
of that sort to the Office of Alien Property. 

The Office of Alien Property approved this promptly as far as they 
were concerned, but they had to submit it to the Antitrust Division 
of the Justice Department. It has been bogged down there since, 
which has been about 2 years. More than 2 years, it was approved 
by our board of directors on December 7, 1950. We thought that we 
had the approval of the Office of Alien Property in July 1951, so we 
sent the contract to Agfa. 

They in August notified us that they had information the contract 
had not been approved by the State Department. Oh, yes, inci- 
dentally, it had to be approved by the State Department. The Anti- 
trust Division disapproved it on grounds that we and our lawyers 
think are not at all valid or justified, mainly on the grounds that under 
this contract we might at some time in the future violate the antitrust 
laws. 

So we have operated without the agreement, but the Agfa concern 
has been very much disturbed about it and concerned that they were 
operating without a contract and it has been a very pratiteble one for 
Ansco. Ansco has competitors that we know have been approaching 
Agfa in an effort to replace them, and I would say there is some 
hazard of that happening. 

Mr. Natrn. Then the point which is raised by your answer is that 
through the operation of the business policies bv what we might. term 
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“bureaucracy,” the management by our Government, you cannot re- 
ceive the proper attention to pressing business matters which your 
competitors could make. You cannot make an immediate decision, 
and it has, probably, in your opinion, acted to the detriment of this 
enterprise which you direct ? 

Mr. Frye. I think that is correct that that condition is inherent in 
our Government-control situation. People in occupying offices in 
Government are bound by rules that don’t apply to ordinary business 
concerns. People in the Alien Property Office feel that they have to 
have clearances of the Antitrust Division and others. Those 
things slow up our actions very materially, and I think adversely so 
far as the company’s interest is concerned. 

As I said yesterday I have no criticism of individuals in either the 
Office of Alien Property or in the Attorney General’s offices because 
in general and except for this recent period we have had very good 
and sympathetic cooperation from them. 

Senator Dirxsen. Let’s proceed now with the statement. 

Mr. Naren. One more question ? 

Senator Dirksen Yes. 

Mr. Namrn. Have you been advised by the Office of Alien Property 
to whom you shall report or to whom General Aniline & Film shall 
report the progress of their activities—any particular individual down 
there ¢ 

Mr. Frye. No, sir. 

Mr. Nairn. Well, then, in your contact with the Office of Alien 
Property have you dealt with the Director or have you dealt with 
Mr. Rubin and Mr. Lamude in New York on these matters? 

Mr. Frye. Let me say along that line that the different officials of 
the company had already established their dealings with the various 
departments of the Office of Alien Property before I came in. So 
that I think those probably had at one time been formally established. 
I was never instructed by anybody to personally report to any particu- 
lar individual. 

I assumed that my job was to report to the Director of the Office 
of Alien Property, and he is the one I usually dealt with unless I had 
some particular problem that I thought affected some department of 
the Office. I don’t recall dealing with anyone on that basis except 
perhaps if I was in the office of the Director and some rnewac? ame 
up, and he might call in a department head and handle that particular 
question. 

Mr. Narrn. Do you know whether any other officials of the com- 
pany have dealings or reports to make to other individuals in the 
Office of Alien Prope rty other than the Director himself? 

Mr. Frye. Yes, sir, I hear from time to time of contracts that other 
people in the company have with others in the Office of Alien Prop- 
erty than the head. 

Mr. Naren. Thank you. 

Senator Drrxsen. Proceed. 

Mr. Fryer. In the field of labor relations the company has not only 
raised wages substantially but has also instituted a comprehensive 
benefits program. Incorpor ated into this program are paid vacations, 
holidays, termination pay, bonuses, group insurance coverage, a re- 
tirement plan and many other benefits. 
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I would like to comment on the bonus matter. Before vesting the 
company ; that is, General Aniline & Film and General Dyestuff both, 
had bonus plans which were in effect Christmas bonuses. In General 
Aniline those only applied to personnel earning up to $20,000. Those 
above were excluded. Those Christmas bonuses have been continued 
ever since and have varied in amount depending on the company’s 
earnings each year. They have been fairly modest bonuses, something 
in the neighborhood of a week’s pay. That has varied with length of 
service, and so on, similar to what are generally called Christmas 
bonuses in industry. 

Research and development: GAF was practically without research 
facilities when American management took over. In 3 years before 
seizure it expended in research and development, in relation to net 
sales, about one-third the amount expended by the average American 
chemical company at that time. In considerable measure this was 
due to the fact that Farben undertook the major portion of important 
research. Without vast improvement in this field, it could not hope 
to complete. Consequently, in 1942, management established the 
central research laboratory at Easton, Pa. As of the end of 1952 the 
size of the central research and divisional research staffs had increased 
to 323 people. 

Our accomplishments in this field are a matter of special pride when 
we take into account the newness of the activity and turnover in 
supervwion. Research has contributed importantly to the company’s 
sales position and should continue to do so in the future. Within 
the past few years our research and development program has placed 
more emphasis on long-range projects; this move should bring greater 
stability to the program as well as make it more economical. With 
your permission, I shoud like to mention some of our accomplishments 
in this field. 

Mr. Natrn. Excuse me, Mr. Frye. How many directors of research 
have you had in the company since vesting ? 

Mr. Frye. We have had nine. 

Mr. Natrn. That is almost one a year? 

Mr. Frye. Almost one a year. It is a terrible thing to happeu 
to research in a company. 

Mr. Naren. Is that occasioned by the fact that these men receive 
better offers and positions outside of General Aniline Film? 

Mr. Frye. I would say it is true in most of the cases. There are 
perhaps 1 or 2 cases where management employed someone for the 
job and was dissatisfied with the performance and made a change for 
that reason, but most of the turnover was due to the men receiving 
offers where they either received more compensation or got into 
companies where they felt they had a more secure future. 

Mr. Natrn. Did any of them express any reasons to you for leaving 
other than the possibility that they were receiving more remunerative 
employment elsewhere ? 

Mr. Frye. Well, I would say in general that almost every person 
that has left that I have had an opportunity to talk to or hear about 
since I have been with the company has expressed as his basic concern 
the fact that the company was still under Government ownership, was 
not sold, and the future was uncertain, not only the future of the com- 
pany but the future of his particular kind of activity. 
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Research people in particular expect to see a continuity of their 
effort over a long period of time. They feel in the General Aniline 
situation that it is very likely that their effort will be disturbed, 
diverted. 

A new negative-positive color film with superior characteristics. 
Incidentally, Ansco received an award last night in Hollywood for 
that film, an Oscar for its development. This “has placed our Ansco 
division in an advantageous position in the Hollywood market, and 
for the first time offers some competition to Technicolor’s predomi- 
nant position. Metro-Goldwyn-Mayer has already produced two full- 
length pictures, The Wild North and Vaquero using this film. Alto- 
vether eight feature productions using Ansco film are scheduled for 
the first half of this year. Five of these are the new three-dimen- 
sional type. Ansco film, unlike Technicolor, requires no special 
cameras or mange and for this reason, as well as its quality, other 
Hollywood producers are enthusiastic about it. 

2. New dyes and dyeing techniques, especially those introduced 
for use on new synthetic fibers. Typical of this is the successful 
method of fiberglass dyeing worked out in cooperation with Owens- 
Corning F iberglas Co. 

Brightening agents, now widely used by soap manufacturers in 
their clothes-washing soaps and powders. The company also has 
further developed and improved synthetic detergents. 

The new Ozamatic table model machine adaptable for office work. 

5. Improved the methods of manufacture and developed additional 
uses for carbonyl-iron powder. This product is used extensively in 
the making of high-quality cores for use in radio, television, and radar. 

6. Improv ed chemical processes ahd products in the new chemistry 
of reacting acetylene gas under high pressures and temperatures, 
Ordin: wily acetylene gas is a hazardous raw material to handle be- 
vause of its tendency to detonate under high pressures and tempera- 
tures. Detonate is a mild expression for explode. 

But the improved techniques developed by GAF make it possible 
to work it in comparative safety. Even before the war ended two of 
our commercial acetylene-based products played important wartime 
roles—our Polectron as a mica substitute in the proximity fuse and 
radar; and our Koresin as a unique tackifier for synthetic rubber. 

From two families of intermediates made from acetylene, GAF’s 
development work is well advanced in interesting products for anes- 
thesia, crease-proofing of textiles and hardening of resins, rocket fuels, 
raw materials and auxiliaries for synthetic fibers, plasticizers, anti- 
septic-fungicides, cosmetics, pharmaceuticals, (iahestioed PVP (poly- 
vinyl- pyrrolidone), a very important blood-plasma extender (ap- 
proved by the National Research Council for stockpiling), and many 
others. Other development is under way. 

These developments bring us in turn to the patent department. The 
rewards of research and development would go for naught without 
patent protection, and the new manufacturing processes and products 

require guidance to avoid conflict with patents of others. Under the 
German management the greater part of patent activity was con- 
ducted by Farben in conjunction with a local patent firm. With the 
cutoff of Farben and the subsequent dissolution of the patent firm, 
the carrying forward of the numerous and intricate patent services 
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and filling in of the voids occasioned by the cutoff was of great im- 
mediate concern. 

At the time of seizure, GAF’s portfolio of patents, practically all of 
which were derived from Farben, consisted of about 4,200 United 
States patents and applications. These represented, among other 
things, a suggestive technical backlog from which GAF’s research 
and development department could draw as it came into being and 
crew. All of the patents in this category have been made available 
for licensing on reasonable terms subject to negotiation. 

In addition to servicing these patents, our patent department has 
since filed a total of 4,300 United States and foreign patent applica- 
tions and some 1,300 trade-mark applications. Along with its sub- 
stantial domestic activity in negotiation of licenses, rendering opin- 
ions on infringements, patentability, and various other problems, it 
was also confronted with a unique foreign problem. 

Under German control the foreign market and the foreign counter- 
parts of GAF’s patents and trade-marks were retained by I. G. Farben. 
This necessitated exploring the barriers and opening the export chan- 
nels to GAF products as well as the creation of an entirely new 
foreign trade-mark and patent position as quickly as possible. This, 
too, has been substantially accomplished and GAF is now exporting 
freely to world markets. 

Basic materials: The problem of securing basic materials was and 
still is perhaps GAF’s greatest single weakness, and the one most 
difficult to overcome in our present status. I shall mention it in pass- 
ing at this point and discuss it more fully subsequently. Unlike most 
of its competitors, GAF does not produce any of the basic materials it 
requires in its manufacturing operations. 

During the war, because of allocations, this was not a serious diffi- 
culty. Since the war, GAF has been at the mercy of its suppliers who 
are frequently also competitors. In times of shortages, such as the 
Korean emergency, competitive suppliers naturally fill their own 
needs before supplying GAF. As a result, GAF misses the oppor- 
tunity to enjoy its share of the high demand market. At the same 
time the prices that GAF has to pay for its most important materials 
are much higher than the costs of its competitors. 

Construction and financing: After the war an expansion trend 
swept the industry, and the chemical industry in particular. Keeping 
pace with this trend has been one of GAF’s major concerns. And, in 
this connection, I think it is conducive to an understanding of our 
position if it is remembered that in the photographic field we compete 
with the giant Eastman Kodak Co. and in the field of dyestuffs we 
compete, among others, with du Pont, American Cyanamid, and Allied 
Chemical, also well-known industrial giants. 

GAF has undertaken two major construction programs since vest- 
ing. The principal purposes of these programs has been to provide 
research and necessary pilot plant facilities for research and develop- 
ment, to fill in gaps left by the cutoff of German supplies of inter- 
mediates with some small expansion for old and new products. 

A major problem connected with both of these programs has been 
obtaining capital. A normal source would have been the equity mar- 
ket. However, Government ownership of the bulk of its stock and 
the pendency of the Interhandel suit made it impossible to use the 
equity market. 
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Senator Dirksen. Mr. Frye, let me ask at that point, did you use 
available reserves, or did you borrow for your construction work? 

Mr. Frye. We borrowed. We, of course, retained some earnings 
and borrowed, but of course at the same time the company’s volume 
of business about tripled from the time of vesting until now so that 
with inflation and the growth of business a great deal more capital 
has been required to handle just the same volume of business, physical 
voluine. We borrowed from banks and the insurance companies. 

Mr. Naren. Has any of the capital or surplus of General Dyestuff 
been put into General Aniline ? 

Mr. Frre. It has in this way, that GAF was short of funds a few 
years ago. GDC had been paying for materials received by it at a 
date later, maybe 30 days after they were sold, so we advanced the 
GDC payments by about a month, which in effect. used, depending on 
the rate of sales, around $2 or $3 million, required GDC to have $2 or 
$3 million more, but it gave GAF the use of that money. 

Mr. Natrn. Was that move occasioned by the need of GAF for 
additional capital ? 

Mr. Frye. Yes, sir. 

Mr. Naren. That was done with that in mind? 

Mr. Frye. Yes, sir. It was done largely so that GAF could main- 
tain more adequate inventories for sale. 

The company turned to other sources. In 1945 the company 
entered into a loan agreement with a group of banks headed by the 
National City Bank of New York pursuant to which the company 
borrowed on unsecured notes $10 million, repayable serially to 1955 
with interest at 17% percent per annum. At the end of 1952 this in- 
debtedness had been reduced to $4,500,000. 

In 1947 it borrowed $15,500,000 from the Metropolitan Life Insur- 
ance Co, on its unsecured promissory note bearing an interest rate of 
2.95 percent. The note is due in 1967 and is to be prepaid at the 
rate of $1 million annually commencing in 1956. In 1951 it arranged 
for another loan from Metropolit: in Life Insurance Co. Under this 
arrangement we borrowed $10 million in December 1951 and $10 
million in June 1952. These last two loans were also made on the 
company’s unsecured promissory notes bearing an interest rate of 3.5 
percent. They are due in 1972 with annual prepayments starting in 
1957 

While these loans indicate a high regard for the company ’s solvency 
and future prospects, the company’s borrowing capacity is, neverthe- 
less, limited and is inadequate to meet its financial needs. 

Progress in the divisions: 1. Ansco. Ansco, like the GAW division, 
is troubled by a shortage of basic materials. Because noncompetitive 
sources are unavailable, Ansco purchases from Eastman Kodak, its 
huge competitor, large quantities of raw paper and special cellulose 
esters each year. Because of the research program, however, it has 
been able to meet its requirements in sensitizing dye components and 
color formers, most of which were formerly supplied by Farben. 
These are now manufactured by GAF. 

Ansco was never in the strict sense a camera manufacturer. It 
lacks facilities for grinding lenses, making shutters, and molding 

cases. It buys these. component parts from “domestic manufacturers. 
During recent years the cost of these components has been prohibitive. 
7 
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To compete, in the face of these costs, Ansco is now importing cameras 
produced by the Agfa Camera Work in the United States Zone of 
Germany. 

This gives Ansco a well-rounded line at a cost it could not possibly 
equal. This is forcefully illustrated by the fact that in 1950 Ansco 

id a gross loss on the line of cameras it then assembled but which it 

»w imports from Agfa. In 1952 on the same line of cameras im- 
ported from Agfa, its gross profit was 26.7 percent of sales. Ansco 

still produces at a profit a line of cameras in the lower price range. 

Senator Dirksen. This is under that agreement? 

Mr. Fryr. That was mentioned a while ago. 

Research has also paid off for Ansco. I have already mentioned the 
ew negative-positive color film for the Hollywood market. A num- 
er of other new products have been introduced. Several have won 
iwards. In 1951 the United States camera award for the outstanding 

contribution to the field of color photography was given to Ansco 
n recognition of Printon, the first direct color printing process avail- 
able for amateur use. 

In 1952 Photography magazine gave Ansco a special award for 
Ansco Color, the first color film which could be developed by amateurs. 

Recognition in the form of an Academy Award certificate was given 
three Ansco men for development of the Ansco Color Scene Tester, 
a device used by professional motion picture laboratories as an aid 
n printing color film. 

There are others. But let me sum up Ansco’s operations by saying 
that with the aid of these improvements, improved sales, techniques, 
and a new and experienced management installed in 1949, Ansco’s 
average net sales for the past 5 years increased 169 percent over its 
average net sales for the 3 years prior to vesting. 

Average net profits before taxes for the past 5 years increased 46 
percent over average net profits before taxes for the 3 years prior to 
vesting. Ansco has made this progress in the face of still competition 
from Eastman, which has had the benefit of a prior position in the 
photographie industry, vast capital and control of basic materials. 

Senator Dirksen. Let me ask, Ansco is not a separate entity ? 

Mr. Frye. No, sir; it is an operating division. 

2. Ozalid. Odzalid is the leader in its field. Its position has been 
established and maintained since 1947 by sound policies and manage- 
ment in spite of its having little patent protection or exclusive know- 
how. 

[ have already mentioned the Ozamatic, developed during the last 
few years especially for use in banks, insurance companies, depart- 
ment stores, and offices. Moreover, every machine model produced in 
1942 has been superseded by new improved models. 

Profitwise the most important phase of the Ozalid operation is the 
sale of sensitized paper and other sensitized materials, Great im- 
provements have been made in this field, too. 

An industrial survey and reorganization was commenced at Ozalid 
in 1947 and completed in 1948, when a new, experienced management 
was installed. Since that time, the progress at Ozalid has been truly 
remarkable. Ozalid’s average net sales for the past 5 years increased 
688 percent over its average net sales for the 3 years prior to vesting. 
Average net profits before taxes for the past 5 years increased 731 
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percent over average net profits before taxes for the 3 years prior 
to vesting. Odzalid is today one of the largest producers in the white- 
print business. 

Mr. Hayes. At that point, those two divisions of your company 
have been unusually successful over the last several years. They were 
not particularly existent in this company at the time of vesting? 

Mr. Frve. They were in existence, and Ansco was a very old cor- 
ee Ozalid, I think, was founded in 1934, something like that. 

Sut in both cases their profits had been very spotty. I met at one 
of the oldtimers’ dinners at Ansco several years ago a man who had 
been treasurer for Ansco for 30 or 40 years who had retired, and 
he told me that yor the period of his service his problem had generally 
been to try to raise money to meet the payrolls. 

So I say Ansco’s sales and profits have been very spotty. Ozalid’s 
sales had gone up pretty substantially, but their profits had never 
been consistent or satisfactory up until the last few years. 

Mr. Hayes. But in the last few years as to both of those divisions 
profitwise and saleswise, you have had inordinate increases, is that 
right? 

Mr. Frvr. Yes, sir. 

Mr. Naren. Is that as a result of the Heller survey ? 

Mr. Frver. I think that the actions taken following the Heller 
survey are definitely and absolutely responsible for these results. 
Now I don’t say that the Heller survey contributed a great deal to 
the decisions that were made at that time. Many of the decisions, 
much of the programing, came from the people who are now in the 
management of those divisions, active seeeiis who had had long service 
with the companies. 

I would like to say one thing about the use of Heller and other 
services of this sort. Again people are very reluctant to make deci- 
sions or take steps which may be criticized. Sometimes in a thing 
like placing a new management in Ozalid, you can’t be certain how 
it is going to work out. You feel certain that the things you are 
doing and the new management is going to work, but board of directors 
and others concerned feel much better if your judgment has been 
passed on by experts in that field. So I would say that a company 
in this position would normally use as a matter of precaution and 
safety in dealing with a property which is so important in the public 
interest, would want to doublecheck on most everything they do, and 
that is why Heller’s services and similar services have been used to 
the extent they have. 

I think they contributed importantly, as I said, also to the plans. 

Mr. Naren. It has been suggested to the staff in certain interviews 
that the recommendations of this Heller firm have been followed with- 
out regard for the request of opinions of key employees who are more 
acquainted with the dyestuff industry than the Heller people. Would 
you comment on that statement ? 

Mr. Frre. I would say that so far as I know the Heller people 
apply to a job of this kind their general knowledge of industry and of 
similar operations. They rely very heavily on the opinions of experts 
in the company. To the best of my knowledge they certainly got the 
opinions and sought, as well as management did, the opinions of 
people in the company with long experience and know-how. 
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Of course, many times Heller’s opinions or conclusions don’t agree 
with the opinions of those experts and what we do is when we reach 
in impasse where they have a definite opinion and the employee or 
le priory head has a definite opinion that they can’t get together 

then I finally make a decision. If the division manager doesn’t 
nae one below me, some things come up to me in those kinds of 
ituations, and I have to say that I am sure that you gentlemen have 
he ieard much criticism from ex-employees and others of our operations 
nd our decisions and of the Heller work because vhen we did things 
hat were as drastic as we did at Ozalid, a lot of people said that we 
were absolutely wrecking the division. 

Now, the Ozalid division sales had been built up largely by con- 

tinually adding new products to its line. At the time of the Heller 


+ 


rvey in 1947, Ozalid’s sales were about $9 million a year, I believe. 
lhey had about 2,700 products in their line. As a result of the Heller 
survey we eliminated about 2,200 of those products. Naturally people 
who had built the sales up that way by adding all these products 
thought that was absolutely going to wreck the business. 

But those 2,200 products that we eliminated, only accounted for 15 
percent of our gross volume, and the problems of Ozalid were believed 
to be simply this, that the management, the then management, was 

rying to do too many things at a time. Therefore, we weren’t doing 
any of them too well or too efficiently or economically. 

By concentrating on a main product line, a simple product line, we 
felt that everyone in the organization from research and procurement 
of materials, manufacturing, warehousing, and distribution, would 
have a greatly simplified job to do which they could do better. It has 
been absolutely proven out clearly and it worked out just that way. 

Last year the sales were above $17 million, and the profits have gone 
up very materially each year since and have been very satisfactory as 
you saw in the charts, and that in the face of the development of some 
38 competitors and some 7 or 8 of those competitors were set 
up by ex-Ozalid employees or people who left Ozalid and took all the 
know-how and everything we had at that time to go into competition 
with us. 

[ think that is a good example of the Heller services and of the 
soundness of the decisions that have been made. 

Now, due to the recent reorganization of the General Aniline Works 
and General Dyestuffs along “those same lines, there are some people 
saying those same things that people said of Ozalid in 1948. However, 
the key posts in General Dyestuff and General Aniline & Film are 
filled with people of long experience such as Mr. Williams here, who 
is conceded to be—he is the gentleman I told you yesterday is the 
second highest paid man in both companies—he is conceded to be one 
= the most alert, wide-awake, and highly qualified technical men in 

he dyestuff industry. He is the inventor of many processes, patents, 
od machines for dyeing, and I think he can tell you that he is very 
satisfied that we have chosen the right courses, we have made right 
decisions. 

Now we probably made some mistakes. I don’t think you can do all 
the things we have done in the last year and a half in these companies 
without “making some mistakes. But we certainly had to do some- 
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thing. We believe that the results over the next 2 or 3 years will prove 
as beneficial, considering the other handicaps, special handicaps, of 
that division as the similar activities did in Ozalid and Ansco. 
Senator Dirksen. Mr. Frye, I think we will suspend until 2 o’clock. 
The committee must get permission to sift during the session, and 
I hope we can start promptly at 2 o'clock. 
(Whereupon, at 12 noon, the subcommittee recessed to reconvene 
at 2 p.m. of the same day.) 


\FTERNOON SESSION 
The hearing reconvened at 2 p. m., upon the expiration of the recess. 


TESTIMONY OF JACK FRYE, CHAIRMAN OF THE BOARD AND PRESI- 


DENT OF GENERAL ANILINE & FILM CORP., AND PRESIDENT OF 
DYESTUFF CORP.—Resumed 


Senator Dirksen. The committee will resume. 
We were on what page, Mr. Frye? 
Mr. Fryer. On page 14 beginning with ( reneral Aniline Works. 
Shall I resume 

Senator Dirksen. Yes; you may resume. 

Mr. Fryer. General Aniline Works. The Gene ral Aniline Works 
Division has through the years been the company’s most consistent 
money maker. But it has not been without its troubles. 

As I have already indicated, prior to the war, a considerable por- 
tion of the basic materials and semifinished materials, called inter- 
mediates, required in the manufacture of dyestuffs was procured from 
or through Farben 

Since the severance of its relations with Farben, General Aniline 
Works has been forced to procure most of these basic materials from 

its competitors. The company undertook the major task of manu- 
facturing a large number of the intermediates itself. This task was 
successfully accomplished. 

During the war, because of allocations, shortages of basic materials 
was not a serious problem. Since the war, periodically the problem 
of procuring materials has been acute. 

Senator Dirksen. Let me ask you at this point, my offhand notion 
would be in the war period you would actually have difficulty getting 
materials, or was it a matter of priority alloc ations? 

Mr. Frye. It was a matter of priority allocations, sir. Pt ners 
everything the company did played a vital part in the war effort, 
it rated high on the priority list. 

Senator Dirksen. Now, you say since the war the procurement 
problem has been acute. I thought perhaps that there had been a 
stepup in production to the point where unless it involved some partic- 
ular specialized commodity, that there should be no great difficulty in 
obtaining basic materials. 

Mr. Fryer. That has not been the case due to, first, the great demand 
for chemical products and the fact that the materials used in making 
dyestuffs are very basic and used in every kind of chemical industry. 

While there has been a great increase in production, there has also, 
of course, been a great increase in the manufacture of chemical items 
by the people who have control of these basic materials. 
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Therefore, we have had tremendous difficulties in securing them. 
‘There have been shortages of one or-another of these materials almost 
ever since the war ended. It is just in the last, say, maybe 6 months 
toa year, 6 to 9 months mainly, that we have had fairly easy procure- 
ment on chemicals, 

Even during that period, our Ozalid Division has had difficulty with 
steel and aluminum and copper and such materials. That, of course, 
has been common to many other industries. 

Senator Dirksen. All right, you may proceed. 

Mr. Frye. In most cases, to procure basic materials from competi 
tors it is necessary to pay full rate or in times of shortages frequently 
premium prices. The high cost of basic materials coupled with the 
sale of General Aniline Works’ products exclusively through a sepa 
rate sales agent, General Dyestuff Corp., places General Aniline Works 
in a continuing unfavorable profit position with relation to its 
competitors, 

The textile market, the largest consumer of dyes, despite recent 
slumps has consistently provided a good outlet for vat colors, the 
highest quality dyes, and a General Aniline Works’ specialty. 

Ine to basic material limitations, made more serious by current 
defense requirements for such basic materials as sulfuric acid and 
phthalic anhydride, General Aniline Works has been unable to benefit 
fully from the heavy demand existing for vat colors. While we are 
making every possible effort within our means to alleviate this situa- 
tion, the basic problem will exist as long as Government ownership 
continues, 

In an effort to improve the organization and operating efficiency, 
General Aniline Works Division, along with General Dyestuff Corp., 

ts sales outlet, has recently undergone program and organization re 
view. These studies had already been made and produced good re 
sults at Ansco and Ozalid. 

Senator Dirksen. That was the work of Heller & Associates? 

Mr. Frye. Yes, sir. 

These studies involved a survey of production methods, production 
lines, sales forecasting, inventory controls, and associated problems. 
We believe that the steps that have been taken have materially 
trengthened this division and that the operating results over the 
coming several years will show tangible benefits profitwise. 

Despite handicaps, General Aniline Works has made substantial 
advances under American management of which we can be proud. 
To mention only a few, it has: 

(a) Developed cheaper and faster dyeing techniques. 

(b) Developed new dyestuffs and dyeing techniques to keep 
pace with the recent development of man-made fibers. 

(ce) Developed public acceptance of liquid dishwashing deter- 
gents such as Glim. 

(2) Commenced manufacture in this country of PVP, the 
blood plasma extender already mentioned. 

(e) In 1949 entered into foreign manufacturing operations in 
Italy and Canada in conjunction with local interests in those 
countries. 

Senator Dirksen. I wonder if you would explain a little bit your 
Italian operation, first, and then your Canadian operation. 

Mr. Frye. Yes, sir. 
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When I came into the company it became apparent. that the com- 
pany had vast resources in the way of processes and know-how, which 
it was unuble to exploit fully due to the lack of capital. Based on 
that, I tried to determine, along with others in management, what we 
could do with those to increase the value of the company. 

We found through exploration and negotiation—first, we went to 
the Canadian Government and discussed it with them and found that 
it was desired that certain chemical manufacturing be established in 
Canada, 

This also tied into patents, processes, and so forth, which the Ca- 
nadian Government owned as a result of seizure of alien properties, 
and as a result we got together with a company which was in the 
chemical business in Canada, had a good basic-materials position, and 
worked out an arrangement to form a new company in A we gave 
them certain process information, that is the know-how, to make 
several items. 

They put up the money to build a plant. We got 49 percent of the 
stock and they got 51 percent. 

Senator Dirksen. You had no financial interest in the company ? 

Mr. Fryr. No, sir; but we acquired in the new company a 49 per- 
cent financial interest as a result of these negotiations. 

Senator Dirksen. What was the name of that company ? 

Mr. Frye. The name of that company, Chemical Developments of 
Canada, Ltd. 

Mr. Hayes. The physical location is where? 

Mr. Frye. The partner in that was Dominion Tar & Chemical; in 
‘Toronto. 

Senator Dirksen. What is the present status of that operation? 

Mr. Frye. That company started out to manufacture detergents 
that are used in such things as dishwashing and cleaning and in tex- 
tile business auxiliaries. 

Incidentally, we also gave that company the distribution of our dye- 
stuffs and chemicals in Canada, which they did not manufacture. 

I have figures on its gross resources. That company has a total 
of assets of $1,250,000 in which we have 49 percent interest. 

It has operated for about 2 years. It, of course, got underway 
about the time this textile business got difficult. 'They also had prob- 
lems of shortages of materials and except for short pas of time 
its operation has not been profitable to date, but we believe it has a 
sound foundation and will be a profitable asset for the company in 
the future. 

Senator Dirksen. You still own 49 percent? 

Mr. Frye. Yes, sir. 

Senator Dirksen. Does the stock have a book value? 

Mr. Frve. Yes, sir. 

Senator Dirksen. Yes. 

Mr. Frye. The net worth is about $1 million. We have a 49 per- 
cent interest in that. 

Mr. Hayes. Do you have any knowledge of whether or not the 
Canadian Government actually vested any of the properties of Far- 
ben and others in your line? 

Mr. Frye. I understand that they did. 

Mr. Hayes. Are you familiar with what has happened to those 
particular things under the Canadian arrangemandit 
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{r. Frye. It is my understanding that they have released—I may 
need correction on this; this is general understanding—but, at least, 
some of those patents and processes to this new company. 

Mr. Hayes. So that you are now affiliated with an organization up 
there which has some of the vested assets of a similar nature to the 
ones that are vested by our Government from I. G. Farben? 

Mr. Frye. Yes, sir. This whole foundation of this Canadian com- 
pany, let me say, was based on our desires to capitalize on something 

iat we did not seem to have much chance of doing anything with 
otherwise, and on the desires of the Canadian Government to develop 
the chemical industry in Canada. 

Senator Dirksen. By the way, could you give them a distribution 
franchise on dyestuffs under your contract ? 

Mr. Frrn. Yes, we did it through General Dyestuffs. General 
Dyestuffs made that arrangement. 

Senator Dirxsen. Now, then, will you tell us about your Italian 
operation ¢ 

Mr. Frye. In Italy we formed a company in partnership with the 
second largest dyestuff manufacturer in Italy. That manufacturer’s 
name is Saronio. That company in Italy makes a line of dyestuffs 
that generally are not competitive with those that General Aniline 
makes, but, of course, it has a strong position in Italy and in certain 
parts of Europe and in exporting to South America and other places. 

So, it was their desire to secure the know-how to manufacture 
some of our types of dyestuffs and we negotiated an arrangement with 
Saronio in which we formed a company called General ‘Aniline and 
Saronio of Italy. 

We gave Saronio the know-how on detergents and several other 
things that they anticipate making in the future, and Saronio put up 
the land, the plant, and the money for that operation. 

That arrangement was made and concluded and materials ordered 
from here at about the time the Korean war started, so they have only 
recently got delivery of the last bit of equipment from this country. 

It is expected they will go into manufacturing operations this vear. 

General Dyestuffs also gave that company its distribution in Italy 
of products we make that they do not make. In fac t, our line, most 
of which they do not make, that operation has been profitable from 
the start just based on their distributing profits. 

Senator Dirksen. Are there any questions on those two items? 

Otherwise, we will resume. 

Mr. Frye. General Aniline Works’ average net sales for the past 
5 years increased 126 percent over its average net sales for the 3 years 
prior to vesting. Average net profits before taxes for the past 5 years 
increased 25 percent over average net profits before taxes for the 3 
years prior to vesting. 

You will recall I mentioned yesterday that General Aniline Works 
picked up full research and development expenses, picked up this 
disadvantageous materials position, and other expenses, which it has 
not been subject to under the I. G. Farben control. 

Senator Dirxsen. I suppose you have a year-by-year breakdown 
there of gross sales, gross profits, net profits after taxes? 

Now, I am not sure that all of the slide material got into the record. 
If you have that handy, I wonder if we could not have that at this 
time. 
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Mr. Frye. Yes, sir. 

Senator Dirksen. Are those charts in a form they could be sub 
mitted for the record ? 

Mr. Frye. Yes, we could supply you prints of each of those charts 
that were shown. 

Most of it is in that book. 

We shall be glad to supply copies of each chart that was shown on 
the screen. 

(The information referred to appears as an exhibit the conclusion 
of Mr. Frey’s testimony on March 20, 1953.) 

Senator Dirksen. Let us take a little look now at the gross sales 
picture for the 10-year period. I do not believe you have to read 
all the years in the record. 

Mr. Frye. I might read the earlier vears and later years, if you like. 

The first year I have is 1939. 

I might say, of course, when the war started in Europe and Euro 
pean supplies to this country were cut off pretty much, there was 
naturally a jump in the business of all American manufacturers of 
this kind. In 1939 the net sales of the General Aniline Works Division 
were $16,487,000. ‘The net profit was $3,248,000, or 19 percent of sales. 

Senator Dirksen. That was net profit / 

Mr. Frye. Yes, sir; net after taxes. 

If you would like the figure before taxes, I shall be glad to give 
them. At that time taxes were very low. 

The profit before taxes was $3,777,000. 

Taxes were only $529,000, a very happy condition which we would 
like to return to. 

In 1941, sales had jumped to $28,646,000, and profit before taxes 
was $7,514,000; after taxes, $2,521,000. 

In 1942, the year of vesting—— 

Senator Dirksen. What is that percentage figure? 

Mr. Frye. That is 8.8 percent. 

In 1942, the sales dropped back to $23,475,000. Profit before taxes 
was $6,600,000; after taxes, $2,554,000, or 10 percent. 

We shall be glad to give you this if you would like it for the record. 

Senator Dirksen. Yes. 

Just to take 1945, 1949, and 1952. 

Mr. Frye. In 1945 the sales were $38 million. Profit before taxes 
was $9,100,000; after taxes, $2,659,000, or 6.9 percent. 

[ think 1946 is a significant year because it is the first year after the 
war ended. 

As I mentioned yesterday, the company started to broaden its line 
of products, so its costs went up pretty materially over the war period 
when it made only a few colors. 

In 1946 the sales were $36,396,000. Profit before taxes was 
$5,023,000 ; profit after taxes, $3,104,000, or 8.5 percent. 

Now, in 1948, which was the first full year I was in charge of the 
company, sales were $47 million. Profit before taxes, $8,287,000; 
after taxes, $5,377,000, or 11.4 percent. 

Now. in 1950 sales were $55 million. Profit before taxes, $9,898,000 ; 
profit after taxes, $4,966,000, or 9 percent. oP 

In 1952, sales were down from the $55 million figure, to $42 million. 

Profit before taxes was down to $509,000; after taxes $723,000 
through the peculiar quirks of the tax regulations; profit 1.7 percent. 
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Senator Dirksen. Was that the year when you had a soft textile 
market, 1952 ¢ 

Mr. Frye. Yes, sir; that was last year when we had a very bad 
textile market. We had, as I said, in one of General Aniline’s plants 
. strike of 4 months, which cost us considerable in sales and profit. 

Senator Dirksen. Now, this is Analine Works exclusive of Ozalid 
and Ansco? 

Mr. Fryer. Yes, sir. Ozalid and Ansco through their increases in 

les and profits in 1952, almost provided all of the profit. 

Mr. Naren. Mr. Frye, were any of the policies adopted with re- 

pect to General Aniline Works and General Dyestuffs Corp. made in 
face of adverse criticism of such policies by this man Halbach? 
Did he advise against broad policies which were adopted ¢ 

Mr. Frye. Of course, he was not active in these companies at the 
time we made the major changes last year. He had retired before 
them. 

During the time he was with the company, I do not know of any 

specifie policies that he objected to because he was strictly represent- 
ing the General Dyestuff point of view. He generally complained 
about inventories not being large enough. 

Of course, he had had the experience before the war of being able to 
call on the I. G. Farben for materials at any time. They maintained 
huge inventories. The Germans were noted, as you know, before the 
war in their foreign commercial endeavors, for being very aggressive, 
sending airplane deliveries or immediate deliveries by ship to meet 
iny kind of requirements almost that their industry was called on to 
make in other parts of the world. 

Senator Drrxsen. I notice in your next paragraph you mention 
something about working down of the inventory position in 1952. 

Mr. Frre. Yes, sir. 

Senator Dirksen. I think it might be well at this point to tell us 

iat your inventory problem was. 

“i Fre. One of the big problems that we faced in this division 
in 1952 was that during the latter part of 1951 we had built an ex- 
cessive inventory. We had an excessive amount of money in relation 
to our assets in inventory. That came about partly due to the very 
long time that it takes to make these things, and the fact that condi- 
tions change from the time you plan and start an operation until it 
comes out in the form of finished goods. 

The Heller study indicated that many of our dyestuffs required 14 
months to make from the time they started to put the raw materials 
together until they came out in the finished goods. 

So that the General Aniline Works depended to a great extent on 
sales forecast from General Dyestuffs. The General Dyestuffs organi- 

ation, as a whole, through the several years past, had been very opti- 
mistic on sales forecast, alw: ays estimating sales way beyond what 
actually occurred. That was one of the things we attempted to cor- 
rect in the Heller works, to get more realistic ‘relations between sales, 
sales forecasting, and production. 

So that we found that in procurement of raw materials during this 
period of shortages back in the early part of the Korean situation and 
for some months followi ing, we had made commitments for raw mate- 
rials well ahead in the future based on forecasts that GDC had 
produced. 
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We started manufacturing, of course, a long time before. Then we 
ran into this textile slump. 

Our people kept in close touch with other companies like Du Pont, 
American Cyanamid, Allied, and our other principal competitors. 

I recall that in the early stages of this textile slump, most everyone 
thought this was a thing that would last 3 or 4 months and come back. 
Our people tell me that it was the longest and most severe textile 
depression that they have ever known. "Those people who have been 
with the General Aniline Works for 30 years say they have never had 
such a serious depression in the textile industry that lasted so long 
before, even during the depression in the 1930's, they never had that 
kind of slump in dyestuffs and textiles. 

So those things resulted in our building up very large inventories. 

At the end of 1951 we had what we believed to be excessive inven- 
tories although they were not much in excess of what Mr. Halbach 
and others in GDC recommended. 

The total inventories in General Aniline Division were $37,947,000. 
That is in raw materials, work in process, finished goods, 

However, first, as a result of the fact we did not have the cash to 
carry those kinds of inventories, and, second, we did not think we 
needed them, and the work that the Heller people did along with our 
organization, resulted in arriving at a reduced product line where we 
reduced by about 40 percent the number of things that we intended to 
stay in business on, in order to more effectively use our plant and what 

‘apital we had. 

That is the same kind of treatment we went through in the Ozalid 
Division that I described to you. 

As a result of reducing our product line, cf manufacturing changes 
to try to speed up the period during which materials had to go 
through to produce finished goods, more effective methods of handling 
and moving inventory, we established much lower inventory goals, the 
ideal being about a 23 million figure for an ordinary volume of 
business. 

At the end of 1952 our inventory for that division was down to 
$29,118,000. 

We, of course, carried on during last year a very active program 
to eliminate olvules te inventory. We had a sales program which re- 
sulted in the selling of quite a lot of material that had been on hand 
for years. 

We made a material reduction in raw materials on hand and so on. 
So, we were down to $29 million at the end of the year, and we antici- 
pate bringing that down further. 

Mr. Naren. Has there ever been any controversy with respect to 
the type of dyes, cheap dyes or more expensive dyes, and the choice 
or selection of those categories for production ¢ 

Mr. Frye. I would say there have been individual opinions ex- 
pressed by as many individuals as there are dyes or people, but our 
selection of materials to make and sell has been based on the broadest 
considerations of the management. 

By that, I mean that tz akes into account a large number of people, 
the people in manufacturing, the people in purchasing who give con- 
sideration to the types and amounts of raw materials we can get, our 
sales people, and competitive conditions, so that I am sure there are 
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people who will say that we have m: ade wrong decisions as to what 
we make, but the decisions we have made along the line have been 
onsidered by a large number of our people in all those fields. 

Senator Dirksen. Then you may resume. 

Mr. Frye. Gener: al Aniline Works’ ave rage net profits for the past 

) years were materially affected by the results of operations for 1952 

i this division. The year 1952 was an unfavorable year for this divi- 

on for several reasons—the (persistence of the worldwide textile 

imp, the necessity to work down the division’s inventory position— 
ind there I would like to interpose this idea, that in 1952 while our 
sales came down to the $42 million level, our manufacturing was still 
‘ta much lower level, around $31 million, in order to reduce inven- 
tories. That meant we had the same overhead charges, plant deprecia- 
tion, maintenance, and things of that sort were pretty much the same. 

So our burden charges were pretty high in 1952. 

Also, the occurrence of a 110-day strike for wage increases in the 
Rensseleer plant during the later half of the year 

Senator Dirksen. What is your present situation with respect to 
labor relations in the various plants ? 

Mr. Fryer. I will try to describe the situation generally along this 
line. 

In this division in particular, the General Aniline Works Division, 
when I came into the company in 1947 wage rates and benefits were 
excessively high as compared with the competitors and the chemical 
industry as well as the locations where we were operating. 

That came about in my opinion as a result of the reluctance of 
management to go up against the gun so far as labor was concerned. 
They felt that labor had an ear in Washington that they could not take 
a chance on going agi ainst. 

Let me say first that I have tried to establish and maintain reason- 
able, practical, and good relations with those unions. I think I am 
the first president with the company that ever got out and met and 
dealt with these labor leaders, attended their parties, dances, and so 
forth, and tried to really find out what their problems were. 

I believe I have the respect of those people. 

But when it came to a situation affecting the company such as this 
where our labor rates and fringe benefits and other costs were way 
above those of our competitors, I took the position and present manage- 
ment has taken the position that eng not continue to give on that 
basis. We had to get our cost somewhere near within reason. 

So this last year we have had very good cooperation on the whole, 
from the Ozalid unions and personnel ‘and good underst: anding of the 
company’s position. We have had that from time to time in other 
plants. 

In Rennselaer we have given some voluntary increases in places 
where we felt they were deserved and the ¢ ompany could justify it and 
should make them. 

Last year our first wage settlements were in Ozalid and Ansco in- 
volving something over 4,000 people. They settled last year with no 
wage increases in ‘those plants. We came and we had indications that 
Grasselli, where something over 2,000 people are involved, was agree- 
able to settling without a wage increase. 





580 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


So we came to the Rensselaer plant which involved something like 
t or 5 hundred union people, and they demanded some substantial 
increases 

We had taken the position with the other unions in other plants 
that the company could not afford to give those increases and we did 
not feel that we could knuckle under to these demands. 

We had unfortunately mixed into that a thing which has nearly 
always occurred in the event of any controversy between manage- 
ment and unions. The Congressman from Albany got involved in it 
and encouraged the unions to think he would go to Washington and 
see the Secretary of Labor, the Attorney General, the President, 
and so on, and have management overruled in this position. 

There was a lot of publicity about it. The unions were encouraged 
to think we would be overruled along those lines. The result was, 
despite all the effort we could make, those people went on strike and 
stayed out for 110 days. 

Our present morale and relations with that union I think are very 
good. I had a meeting 3 weeks ago with the president of the union up 
in Albany. The people seemed to realize that they made a mistake 
in going out. 

I think most of the personnel do. And I think they have learned 
a good deal more about the company’s problems and they are working 
more effectively now than they did before the strike. 

Senator Hennines. I take it that all of your plants are organized? 

Mr. Fryr. Yes, si 

Senator Hennines. What unions are in your several plants, vertical 
or horizontal ? 

Mr. Frye. They are all kinds. 

Senator Henninos. All kinds? 

Mr. Fryer. Yes, sir. We deal with, I think, 23 unions in the dif- 
ferent plants. 

Senator Dirksen. Your whole industry is not organized ? 

Mr. Frye. No, sir; not as an industry. 

Senator HenninGs. That is what I was getting at. 

Mr. Frye. There are some independent plant unions organized 
throughout the plants. 

Senator Hennrnos. Some CIO, some AFL, some company unions, 
and so on? 

Mr. Frye. Yes. 

Senator Hennines. How was the Rensselaer strike settled ulti- 
mately ? 

Mr. Frye. Maybe you would be interested in this advertisement we 
ran in connection with this. The strike was settled just before Christ- 
mas and we gave each of the people $75 and agreed to a 4 cents an 
hour increase next June. That was the basis for the settlement. 

Does that answer your question, sir? 

Senator Henninos. Yes. 

Mr. Naren. What part did the Office of Alien Property play, if any, 
in negotiations or the approval of these wage settlements? 

Mr. Frye. The Office of Alien Property has kept hands off and 
said that is a matter between management and the labor organizations. 

I think they have taken a proper position along those lines. 

Mr. Hayes. Before you leave GAW, you have given several reasons 
for the unfavorable 1952 experience. Can you tell the committee 
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whether or not this world textile slump has ceased now, in your 

judgment ¢ 

_ Mr. Frye. It has eased up for the last several months. Conditions 
ave been better in the dyestuff industry, starting along last fall and 

val inuing up to now, although they are not strong. 

Mr. Hayes. Of course, you have cut down on your inventory posi- 
tion as you have test a here ¢ 

Mr. Frre. Yes, si 

Mr. Hayes. And the strike has been settled and you have no wage 
ind hour or labor difficulties now ¢ 

Mr. Fryr. At the moment; no, sir. 

Mr. Hayes. Thank you. 

Senator DinKsEN . You may resume. 

Mr. Frye. The next item is the General Dyestuff Corp. General 
Dyestuff Corp engages in no manufacturing. It is the sales outlet 
for General Aniline Works. This relationship is a holdover from 

e German management. It buys from outside sources items in its 
product line not furnished by General Aniline Works. 

Those are not very great in importance, but there are some things 
that their customers need or demand that we do not make, so they 
purchase those from others, either abroad or domestically. 

Senator Dirksen. That authority they have under a contract, I 
take it? 

Mr. Frye. Yes, sir. 

Senator Dirksen. In general, what would be those items, what 
classes or categories ? 

Mr. Frye. I would say (1) they are individual dyestuffs that we 
do not make or textile auxiliaries, that is, things used in the making 
of fibers or the processing or the dyeing of them. 

I do not think they go into other chemicals to amount to anything. 

Mr. Williams could again probably give us a better detailed picture 
of that, if you would like to hear from him. 

Senator Dirksen. Percentagewise, Mr. Williams, how much of your 
gross business is by GDC ? 

Mr. Wir11aMs. On purchases, probably 5 percent. 

Mr. Frye. Let me add to that for the most part they need materials 
we cannot make delivery on either due to shortages in our GAW plant 
or other reasons. 

One thing the Heller people arived at was for our limited facilities 
we were trying to make too many things, and the result was that there 
was indigestion in the production programs, a slowing up because of 
trying to force too many things through the facility that was available. 

So, at times, GDC had a demand for something that we did make, 
but that we could not deliver on time and they would buy from some- 
one else. 

Mr. Natrn. Then in the sense of sales GDC could actually be « com- 
petitor of General Aniline Works? 

Mr. Frye. Very definitely. 

Mr. Naren. If they could not get delivery from General Aniline, 
rather than try to promote one of your products they would say, 
“We will get delivery.” and that delivery could come from a com 
petitor of Gener al Aniline. 

Mr. Frre. Very easily, if they were not under joint control, General 
Dyestuff could very we ‘Il at this point go to a German plant and sub 
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stitute for almost our entire production, or could deal with perhaps 
some other manufacturers here and get part of their requirements. 

One of the principal undertakings of management in recent years 
has been to bring about a closer coordination between General Aniline 
Works and General Dyestuff. I have already mentioned that Gen- 
eral Dyestuff, along with General Aniline Works, has recently been 
subjected to a program and organization review. This has resulted 
in the following steps being taken to increase their coordination and 
thus eliminate inefficiency : 

A. The executive vice president of General Dvyestuil was appointed 
vice president of operations of General Aniline Works. 

This appointment for the first time placed one principal executive 
in charge of the day to day research, manufacturing, technical services, 
and sales activities included in the manufacture and marketing of 
dyestuffs and other chemical products. 

In effect, it created a single working industrial chemical organiza- 
tion, albeit spread out through two corporate structures. 

B. Three joint working committees were organized to recommend 
policies with respect to research, commercial development, production, 
and sales in their respective product fields. 

These are the dyestuff committee, surfactants committee, and ace- 
tulene committee. ‘The first two represent the major product divisions 
of the established line. The third represents the new field of acetulene 
chemistry which I have already mentioned. 

All of these committees aim to give General Dyestuff the fullest, 
yet most economical line of products possible to assure its competi- 
tive position, but geared to General Aniline Works’ operations in 
a manner that will provide the most efficient use of production facil- 
i and to give greatest effect to the accomplishments of research. 

An improved system of sales forecasting and inventory control 
of the General Dyestuff product line has recently been installed. 

Mr. Narrn. What was the system before you improved it, or was 
there any ? 

Mr. Frye. Well, there was pretty much an independent operation 
in the 2 companies where the sales department or the people in 
GDC had a fairly narrow point of view, in my opinion, as to just— 
they demanded the fullest line, a complete competitive line; they 
demanded inventories to meet many kinds of situations; they de- 
manded all the things that anyone set up to profit just from sales 
would like to have without much consideration or regard for the 
overall welfare or profitability of the overall venture of the 2 
companies. 

That partly stemmed out of the fact that before the war General 
Aniline Works only manufactured a part of the materials that 
GDC sold. It got a good many finished materials and other things 
from I. G. Farben direct. 

D. An active program of streamlining the product line was begun 
in 1947. Since that time approximately 512 loss items have been 
dropped. 

General Dyestuff’s average net sales for the past 5 years increased 
88 percent over its average net sales for the 3 years prior to vesting. 

Average net profits before taxes fer the past 5 years increased 
62 percent over average net profits before taxes for the 3 years prior 
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to vesting. General Dyestuff’s net worth has increased 140 percent 
since 1941. 

Senator Dirksen. Do we have a statement on net worth of General 
Dvyestulf ¢ 

‘Mr. Frye. I made an approximate statement. The net worth was 
&3.781,000 in 1942 against $8,589,000 in 1952. 

Senator Dirksen. How much good will, if any, is included in that? 

Mr. Frye. None. 

Senator Dirksen. This is inventory, cash on hand, accounts re- 
ceivable ¢ 

Mr. Frye. Physical facilities, buildings, machinery, equipment, 
furniture, and so forth, cash, inventories, accounts receivable. 

Senator Dirksen. Were some of those buildings on the slide like 
pour building in North Carolina ? 

Mr. Fryer. Yes,sir. I showed the one at Charlotte, N.C. 

Senator Dirksen. Are those new? 

Mr. Fryer. The building in North Carolina was built in 1940, The 
New York headqu: irters building that I showed on one of the slides 
is not owned by the company. It is leased for occupancy. 

The company owns several buildings, branch buildings around the 
country. 

Senator Hennines. Where is your New York building? 

Mr. Frye. At 435 Hudson Street. 

Mr. Namn. Mr. Frye, these figures would indicate that there has 
been an increase in the net profit, but what is the picture of percentage 
of net profit to total sales? Has that not actually been on a decline 
over this same period of time? 

Mr. Fryer. For General Dyestuff ? 

Let us go back to 1940. The net income in relation to sales was 1.1 
percent. 

In 1950 it was 1.7 percent; in 1951 it was 1.2 percent. 

Now, I might say that in 1945 the net was 0.9 percent and again in 
1952 it was 0.9 percent. 

I would say “No,” if you go through the years here, that it has not 
been on a decline since 1940. 

Mr. Naren. During the war years it was higher than it is now. Is 
it showing a declining picture over the last 6 years, the percentage of 
net profit to sales? 

Mr. Frye. I do not believe so because here I have 1942, 1.1 percent; 
1943, 1.4 percent; 1944, L 4 rod and 1945, 0.9 percent. 

Then it steps up to 1.3, 1.5, 1.9, 1, 1.7, 1.2, and last year back to 0.9. 

Now, the economies ih it were effected in GDC last’ year, which did 
not all take effect before the end of the year, have been very substantial, 
and should show for the same level of sales, if GDC retains its com- 
mission rates, a very substantial improvement in GDC’s profits for 
this year and future years. 

The many advances made through coordination have served to 
emphasize the desirability of merging General Dyestuff with GAF 
to secure the ultimate advantage. Only in this way can General 
Aniline Works have the full benefit of an effective and economical 
sales outlet. 

Until recently this merger has been impossible because of the legal 
involvements of General Dvyestuff stock. 
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Senator Dirksen. Going back to the desirability of merging Gen- 
eral Dyestuff with General Aniline, what you have in mind ‘there is, I 
suppose, the complete extinction of the present sales contract so that 
it is merged phy VS1ci ally and in eve ry other w: ay! 

Mr. Frye. Yes, sir. 

Senator Dirksen. And becomes nothing more than a division? 

Mr. Frye. A department of the General Aniline Works division; it 
becomes the sales depart ment of it. 

Mr. Nairn. May I ask you this question? You indicate now that 
the legal entanglement with respect to General Dyestuff has been 
eliminated, the possibility of merger now exists. How could this 
company be merged with a company the stock of which is now still in 
dispute ? 

Let us assume that the Swiss holding company was successful in 
their action to recover the stock of General Aniline and Film Corp. ; 
now, if the Government was the owner of General Dyestuff, would you 
separate the return of the Swiss claims company and the General Dye 
stuff Corp. which should technically go into the War Claims Fund? 

Mr. Frye. I would suggest the mange being accomplished by Gen- 
eral Aniline & Film giving the Government Treasury stock or au- 
thorized but unissued common A stock in return for the stock in 
General Dyestuff Corp. 

Now, that would mean if Interhandel recovered its stock in General 
Aniline & Film, the Government would still hold the stock which it 
had received, which it could sell on the market or sell to Interhandel. 

[ think it would be better off in the long run by developing and per- 
petuating these companies than by continuing to hold this handicap 
over them. 

Senator Hennines. How much treasury stock is there ? 

Mr. Fryer. There are in the treasury 2,042.9 shares of common A 
tock and 950,000 shares of common B stock. There are 2,470,299 
shares of authorized but unissued common A stock. 

Mr. Namen. Would not the Government be trading itself out of 
the position of being the sole owner of the business to the position 
of being a minority stockholder and perhaps the Swiss or any other 
subsequent owner would never be interested in purchasing the Gov 
ernment’s minority stock interest and then we could have the United 
States Government owning stock in a corporation for some time. 

I think the Office of Alien Property has experienced considerable 
difficulty in disposing of minority interests at a price which they 
consider to be a fair return in relation to the book value in a number 
of these instances. 

Mr. Frvre. I recognize there may be certain technicalities such as 
that that would make it appear desirable for the Government to hold 
its leverage over General Aniline by keeping General Dyestuffs 
separate. 

I think the answer to one of your questions about the difficulty we 
have had of disposing the minority interest in the past in connection 
with small companies probably would not exist with a company this 
large. If the Swiss or anyone else recovered this stock, it certainly 
would have to have a widespread market and be distributed. 

So I think there should be a market for it. 

The basic reason I think this should be done is that unless this or 
ill other things that are necessary and desirable to correct, our basi 
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defects, are explored and done to the maximum extent, I do not think 
either the Government or the Swiss are going to have anything to fight 
over in a few years. 

Shall I proceed, sir? 

Senator Dirxsen. Yes. 

Mr. Frye. Now, I believe these difficulties no longer exist, and we 
ave recommended to the Attorney General that the two companies 
ve merged. 

Senator Dirksen. When was that recommendation made ?/ 

Mr. Frye. In June 1952. I also discussed it with the Attorney 
General, Brownell, in the last few days again. 

The next heading is “Foreign operations.” 

Of interest to all the divisions and both companies as a whole is our 
foreign operations program. Our foreign operations have been and 

re being developed not only to increase sales through exports, but 
also as a means of attack on some of the basic problems I have de- 

ribed to you. 

These activities consist of three principal phases: 

First is the export operation. 

We market our products abroad through wholly independent dis- 

butors, each one native to his own market. Not only do we find 
this to be the most effective method of export for us, but it has enabled 
is to build an efficient and invaluable worldwide distribution system 
within a relatively short period of time. 

In 1938 before the war in Europe was begun, the total combined 
export sales of the two companies were negligible. 

In 1952 with 175 distributors and dealers selling our products in all 
the important free markets of the world, the combined export volume 

3 about $8,500,000. 

The second phase of our foreign operations is imports. 

I have mentioned the Agfa-made camera import program. 

Also in 1952 General Dyestuff sold $2,156,000 worth of imports. 
Total imports by the 2 companies in 1952 for use and for resale were 
over $3,500,000. 

We feel that this record supports our belief that the two companies 
can significantly increase their prosperity by extending their scope of 
procurement activities to foreign manufacturing centers. We have 
in the planning stage further extensive applications in this phase of 
our business. 

Mr. Hayes. What has been your experience profitwise on these ex- 
port operations ? 

Mr. Frye. Very satisfactory. I mentioned earlier the gross profit 
on the Agfa-made cameras. It is something around 25 percent as 
compared with the loss we had before making the same cameras. 

[ have a percentage figure on these other imports we will have to dig 
out. Ido not have it before me, but it was always very satisf: actory. 

I will get that for you and supply it to you later. It is up in the 
same area as the Ansco materials. 

Senator Dirksen. All right. 

Mr. Frye. The third phase of our foreign operations is foreign 
manufacture in conjunction with local enterprise. The first purpose 
of such projects of course is direct profit, primarily from sales in the 
country of manufacture and secondarily from exports throughout the 
world. 
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In addition, these projects have as a purpose the development of 
sources of supply for the United States and other foreign subsidiaries, 
and for our foreign distributors. 

One of our problems I might mention there, in connection with our 
exports, is the difficulty of many of our distributors getting dollars 
to pay for things manufactured here. Some of those distributors in 
countries like the Argentine have considerable difficulty getting enough 
dollars to keep them in business on our products. 

If we can supply them from other places where their exchange prob- 
lem is not so great, they can do a substantial amount of business on 
which we can make a profit, things which we could not sell from here 
in the first place. 

Chemical Developments of Canada, Ltd., is jointly owned by GAF 
and Canadian nationals. Established in 1949 the firm is producing 
surface active agents and is pushing forward in its product line expan- 
sion program. 

GASSA (Generale Anilina & Saronio, 8S. p. A.) was established in 
1949 under joint ownership of GAP and Italian nationals. The 
Korean war interrupted the procurement of the GASSA plant equip- 
ment and for this reason production is not expected to begin until 
the latter part of 1953. 

Plans for other foreign manufacturing projects are under study at 
the present time. 

Senator Dirksen. Is that restricted information or are you free to 
comment in a little more detail / 

Mr. Frye. I prefer to give it to you privately, sir, because com- 
petitors might like to do the same thing. 

Thus we have developed a new and valuable addition to our business. 

Before the war we were one of the many foreign interests of the 
[. G. Farben. Now I believe we can take justifiable pride in the fact 
that as an independent American corporation we are rapidly building 
a foreign-operations establishment of some scope and long-range 
importance. 

OVERALL PROGRESS 


I should like to conclude my account of the operations of the com 
pany under American management with a few figures relating to the 
company as a whole. They indicate, I think, that despite handicaps 
much progress has been made. 

The company’s average net sales increased from $35,271,000 for the 
3 years prior to vesting, to $93,120,000 for the past 5 years, an increase 
of 164 percent. 

Its average net profits before taxes increased from $6,456,000 for 
the 3 years prior to vesting, to $9,971,000 for the past 5 years, an 
increase of 54 percent. 

In assessing the size of the increase in net income, it is important 
to remember that prior to vesting the majority of the company’s 1m- 
portant research was done by Farben. The company's average 
expenditures on research during the 3 years prior to vesting was $497. 
000 a year. For the past 5 years average expenditures for research 
have been $5,318,000 per y 

The equity of stoc Kholer: s at risen from $35,048,000 at the end of 
1941, just prior to vesting, at $89,402,000 at December 31, 1952, an 
increase of 155 percent. 
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At the end of 1952 the company’s balance sheet presented a sound 
financial picture. It had net assets employed in the business of $128,- 
102,000 of which 60 percent was represented by net working capital 
and the balance mainly by plant facilities. 

Senator Dirksen. Does that include inventory, too? 

Mr. Frye. Yes, sir. 

Its net working capite! of $77,531,000 is about twice its borrowed 
capital of $39 million. Of the capital employed 70 percent is repre- 
sented by stockholders’ equity. 

While employment has decreased from 9,468 in 1947 to 7,719 in 
1952, average annual pay and benefits have increased during this 
period from $3,359 to $4,870. Dollars of sales per employee increased 
from $7,892 to $12,890 in this same period. 

We have had substantial decreases in certain categories of expenses. 
Just prior to vesting the 7 top officers of GAF received salaries aggre- 
gating $420,933. Their counterparts today are receiving aggregate 
salaries of $216,500. This is a decrease of 49 percent, despite increases 
of about 90 percent in cost of living and taxes. 

In 1940, under the Germans, there were 7 officers receiving more 
than $50,000 each year. 

In 1952 there was only 1 officer in General Aniline and 1 officer in 
General Dyestuff receiving more than $50,000. 

On this question of salaries I was asked yesterday about salaries 
paid by other competitive companies. I could not find the information 
at the moment. With your permission I would like to comment on 
that at present. 

We have gotten the figures for 1951 for several of our competing 
companies which I will name, Du Pont, American Cyanamid, Eastman 
Kodak, Remington Rand. 

Now we are in competition, in the same field as Remington Rand, for 
example, in our office machines; the same field as Eastman Kodak, 
with our Ansco business; and the same field as these other companies 
with our chemical dyestuff business. 

As I mentioned yesterday, my combined salary since January 1, 1949, 
from the 2 companies, is $97,000 a year. The salaries in some of these 
other companies go about like this: 

Salary, $144,600; bonus, $375,000. Salary, $74,857; bonus, $250,000. 
Salary, $170,000; bonus $29,000; contributions to retirement plan, 
$27,000. 

‘There is another similar company, salary $180,000; retirement con- 
tribution, $43,900. 

Senator HenNINGs. How are the volumes of those companies? 

Mr. Frye. The volumes of most of those companies are substan- 
tially larger than ours. Their problems are generally, I would say, not 
any greater than ours so far as management is concerned. 

I would like to mention on the retirement thing I think all of these 
gentlemen heading these companies have an assured retirement future. 

In a company like this I certainly do not anticipate retiring and 
there are no substantial provisions put aside for retirement for me. 

I wanted to give you that information because there has been much 
made of the excess salary or salary received by me in the press. 

Now, in summary, despite handicaps that our competitors did not 
have, our average sales during the past 5 years increased 164 percent 

41389—54—pt. 188 
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over average sales for the 3 years prior to vesting. During the past 5 
years we increased net worth 37 percent of $24 million. 

Our average net profits before taxes for the past 5 years were 54 per- 
cent higher than average net profits before taxes for the 3 years prior 
to vesting. And we did this with fewer top executives than the Ger- 
mans had 10 years ago, and with a substantial reduction in top execu- 
tives’ salaries. 

Mr. Narrn. For the record, I would like to ask the same question I 
asked with respect to the other figures, the percentage in relation to 
profits in the period prior to vesting, but again I say that that strains 
my imagination as a comparison. The comparison should be the per- 
cents age of net profit to net investment. 

On the one hand we talk about how big the company is today and 
as oppos sed to how smali it was then. 

On the other hand we talk about how much money we are making 
today in comparison with what we made then. 

[ am afraid I personally see a comparison here which is not accurate 
and I would like to make that clear in the record that I do not quite 

e this comparison. 

Mr. Frre. I do not think I see your point, or I do not agree with it, 

f I do, because while naturally the company tb substantially larger 

ivestment today, its sales are also three times as great as they were 
hates vesting. Its operating problems and difficulties, as I have 
outlined with respect to sources and costs of materials, the added 
burdens of expense we have taken on, as compared with any previous 
period, research, and so on, the other difficulties of operating and 
retaining management and interest on the part of management and 
employees in the business, I think are very severe; and even without 
taking those things into account, I think the figures stand up pretty 
well by themselves, 

I do not quite agree with your criticism. 

Mr. Naren. If the equity of the stockholders was $35 million in 
194] 

Mr. Frye. The equity is $86 million now. 

Mr. Naren. The equity is $86 million now, you ought to be able to 
earn half again as much on twice as much capital. 

These figures in this last paragraph point out the fact that the net 
profit after taxes has increased a certain percentage over what it was 
in 1941. 

I just do not see the comparison yet. I do not think it is anything to 
labor the point on. 

Mr. Frye. Mr. Nairn, I would 

Senator Hennrnos. There is one thing that has occurred to me, Mr. 
Chairman. Since Mr. Frye suggests that there has been some dis- 
cussion of the adequacy of his salary or suggestion made that it may 
be excessive, he might at this time want to say something about how 
that figure was reached, to clarify it for the record, and for the public. 

Mr. Frve. I shall be glad to do so. 

I might say that when I started with these companies my beginning 
salary was $65,000 a year between the 2 companies. That was in 1947. 
That salary was established by the board I think largely by taking the 

$50,009 figure that had been paid previously to Mr. Burpee of General 
Aniline and they had been paying $50,000 to the president of General 
Dyestuff Corp. 
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So there was $100,000 between the two. 

My earnings immediately prior to that with TWA had amounted 

» a salary, I believe, of $62,000 plus a profit-sharing arrangement 
h had been running about $10,000 a year, or about $72,000 in 


In addition, I had a house supplied to me and an automobile and 


chauffeur and airplane and a pretty liberal expense account and such 
th Ings as th: at. 

So I took the position that I wanted to start with a salary which 

as below what I had been m: iking, to avoid any criticism due to this 

ng a Government-owned enterprise. 
fter the latter part of 1947 when I was in charge of the company 
al d the full year of 1948 when the c ompany’s net profits were the best 
they had been in the history of the company, the compensation com- 
mittee of the directors, independent of me, took up the question with 
the Attorney General of increasing my salary. 

The chairman of this committee was Mr. John Bugas, vice president 
of Ford Motor Co. ‘There were five men, I believe, on this committee, 
all topnotch industrial people. They recommended a salary sub- 
stantially in excess of $100,000. 

Mr. Clark, who was then Attorney General, I am told, stated that 
he would go part way with them, but he wanted the amount kept 
under $100,000, That is how they arrived at the present figure of 
sa between the 2 companies. 

ator Hennineos. Partially on the premise you were taking over 
the responsibility and duties of two men who had hitherto occupied 
these respective places with the companies? 

Mr. Frye. Yes, sir. 

Mr. Naren. Do you receive an expense account in addition to the 
salary fee! 

Mr. Frye. Yes, sir. I think your committee has the information on 
my expense accounts. I shall be glad to go into them to any extent 
you would like to have me do so. 

Senator Dirksen. I think if you will just summarize it for an over- 
all period, that would be ample for the record, I think. 

Senator Hennrnes. Just in round numbers, Mr. Chairman. 

Mr. Frye. We will have that added up in just a minute, and I will 
give you the total. 

Senator Dirksen. Suppose then we proceed on page 22. 

Mr. Frye. Need for Return to Private Ownership. 

The difficulties of operating under Government ownership are real 
and varied. But they are difficulties for the most part inherent in 
the situation itself, and are not the result of undue interference from 
Government officials. The attitude of the officials at the Department 
of Justice and the Office of Alien Property has been consistently 
sympathetic, cooperative, and constructive. Some of the inherent 
difficulties of operating under Government ownership are— 

1. Because of the uncertainty of future ownership and often low 

salaries in comparison with competitors, it has been difficult for the 

companies to get and keep competent key personnel. This is true also 
because the companies have not felt free to offer the incentives such 
as substantial performance bonuses and stock ownership plans fre- 
quently employed by our privately owned competitors. 
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2. Other companies are reluctant to enter into long-term commit- 
ments and contracts with GAF and General Dyestuff because of their 
uncertain future. 

I might say along that line in the development of markets for our 
acetelyne products we have had a good many instances—those are 
new chemical materials that perform very interesting functions, but 
the people in the industry know that we have yet to get money to build 
a full-scale plant before they can depend on us for a supply of those 
things. 

We are supplying some companies in limited amounts. Even there 
we frequently are asked by them, “What is going to happen if a change 
in management occurs here and the new management decides the 
oe lene program is losing money and they shut it down?” We will 
be left with a production we have begun and no source of supply for 
the materials to go into it. 

Political implications are given to almost every major decision 
the companies make. 

We are unable to change GAF’s capital structure, get equity capi- 
tal, and until recently were unable to merge General Dyestuff with 
GAF because of the pendency of claims against GAF and General 
Dyestuff stock. All of these moves are desirable to strengthen our 
position competitively. The longer they are postponed, the more 
serious the consequences may become. 

For these and other reasons I have long advocated the return of the 
companies to private ownership at the earliest possible date. The 
GAF board in 1948 adopted a resolution, a copy of which was trans- 
mitted to the Attorney General on August 10, 1948, to the effect that 
the company’s objectives could be accomplished only under private 
American ownership and that private American ownership was neces- 
sary at the earliest possible date. That has been my position con- 
sistently since then. As recently as February of this year, the boards 
of directors of GAF and General Dyestuff in joint meeting adopted 
a resolution affirming the 1948 resolution of the GAF board and again 
urging the Attorney General to take every appropriate step to trans- 
fer these companies to private American ownership at the earliest pos- 
sible date. A copy of this resolution was transmitted to the Attorney 
General on February 6, 1953, by a —_ committee of the board con- 
sisting of Messrs. Flanigan, Heller, Spurr, and myself. 

Others have told you or will tell you better than I can of the legal 
difficulties standing in the way of this objective. The hard fact is, 
however, that as the situation now stands GAF cannot be sold to pri- 
vate ow nership until the 9 (a) suit brought by Interhandel has been 
either adjudicated or disposed of by settlement. 

Senator Dirxsen. Mr. Frye, would you know of the present status 
of that suit ? 

Mr. Fyre. In a general way. 

Senator Dirksen. It is really not your business I suppose to know 
too much about those matters? 

Mr. Frre. No, sir. 

Senator Hennrnes. What is the general nature of the suit? 

Mr. Frre. The general nature of it is that the Swiss company main- 
tains that they are the true owners of the stocks, that the Goverinient 
seized it, and that the Government maintains they were acting as 
“cloaks for the Germans.” 
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Senator Dirksen. That suit is pending at present here ‘ 

Mr. Fyre. Yes, sir. 

| might say from the point of view of everyone, lawyers in the Gov- 
ernment as well as outside, they seem to feel that the developments, 
particularly of the last year or more, the Supreme Court decision with 
respect to the Kaufman case, such things as that, have muddled up 
the legal situation to the point that without changes in the law, 10 
or 19 years may well go by before these things can all be settled to go 
through the courts and have final determination. That is the reason 
why in the last year in particular I have been especially interested in 
trying to find some better solution to it. 

Mr. Hayes. Have you reached any specific conclusions as to meth- 
od which you people have agreed upon that might reach this ob- 
ec tive / 

Mr. Frre. I believe that every possible method must be explored and 
pushed and worked on. I have a couple of suggestions. 

One is to amend the present law to permit the Government to go 

head and sell the stock in the company, let the litigants go ahead and 

arry out their procedures through the courts, and if any of them 
establish their position of being rightful owners of the stock, permit 
them to either have their share of the proceeds of the sale or just com- 
pensation, Whichever they choose. 

Another suggestion is that the Government, the Attorney General, 
be encouraged to look into this possibility and that is to attempt a 
settlement with the Swiss claimants on that part of their stock which is 
not involved in these nonenemy stockholders interventions that came 
about as a result of the Kaufman decision. I do not know how much 
of the Interhandel stock in General Aniline would be affected but I 
would imagine it would be enough to involve control. 

Now, if the Attorney General—this is an amateur’s suggestion— 
could settle with the Swiss for enough of the stock to involve control 
so that the Government could go : ahead and sell that to private interests, 
let the other people go ahead and fight this out in the courts for the 
next 10 or 15 years if they want to, the objectives I am after of getting 
the company under private direction and in a position to finance itself 
and so forth would be achieved. 

I think, of course, if that were possible that these other claims would 
dissolve into thin air pretty fast. They would accept the same kind of 
settlement. If they did not accept it, of course, they could go through 
the courts and if their claims prevailed they could recover from the 
Government their share of the stock in General Aniline. 

Senator Dirksen. In connection with your observations on private 
ownership, are you free to say who, if anybody, has manifested an 
interest in acquiring this company? If it is not your policy to par- 
ticularize names, then you do not have to do it. 

Mr. Fre. I do not see any reason whiy it should not be mentioned so 
far as I know because I would like to say here, Mr. Chairman, first, 
that a great many people have assumed that I have some interest in 
that subject. I want to say that all concerned who have ever dis- 
cussed that with me have been told that I definitely am not interested 
in who buys the company; I have no desire to participate in such 
purchase. People who have been interested and who have come to 
talk to me about participating and trying to buy it have been told that 
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I have no such interest, that if, as and when they should buy it and 
they want to employ me, they can come and talk tome. So I have been 
approached by people who are interested. 

I have heard of others, and there are quite a number of companies, 
I would say companies that are in the category of having basic mate- 
rials positions that might contribute or where General Aniline might 
be an outlet for their materials. 

I do not mean by mentioning names that any of these companies have 
approached me with respect to buying, but I have heard of such com- 
panies as the Koppers Co., the St. Joseph Lead, the Grace Co., com- 
panies in some cases having capital that they want to invest in the 
chemical industry. 

I think there are 2 or 3 banking groups from time to time have been 
talking about trying to organize to get together to buy these properties. 
A natural company to buy General Aniline would be a steel company 
that has an output of coke-oven products which form the basis of our 
dyestuffs business. Another type of company would be a company 
that had a large reserve of natural gases to go into our acetylene 
industry. 

I think there are enough companies to have plenty of competition 
and get as good : L price as the conditions at the time will warrant 
Ww henever the company can be sold. 

Senator Dirksen. Suppose we proceed then. 

Mr. Frye. I might say for 6 years that I have been in General 
Aniline my aggregate expenses, both General Aniline & Film and 
General Dyestuffs Corp., averaged about $10,000 a year. Now that 
has involved a good deal of travel and transportation charges. I 
have made trips to Mexico, through South America and Europe and 
o forth in connection with these various deals. I helped make the 
deals in Italy and other deals we made in South America and in Ger- 
many, the Agfa Camera thing, the Saronio Co. in Italy. 

Among other things, the company had no Ansco trade-marks in 
Mexico. The Mexiean Government had seized the trade-marks and 
under their law they could not release them to General Aniline or 
an American outfit. The company had tried with various groups of 
lawyers and other people to get those trade-marks released so they 
could sell their materials in Mexico, which is a large photographic 
market. I was successful in going down there on a few trips and 
working out a method whereby we are now selling Ansco products in 
Mexico. 

So when we take into account these expenses, those kinds of activities 
have been involved. 

I have a letter from Handy Associates, research consultants on ex- 
pens _ of similar corporations, if you gentlemen would like to have 
it. I shall be glad to pass it on to you. I think they indicate that 
my expenses, and particularly those of my junior executives have been 
reasonable. 

[ am told it will take years to try the suit, and because of other legal 
complications, particularly a recent decision of the Supreme Court, 
the possibility of settling the suit seems to be remote. 

I have only the suggestion to add to that that I made a minute ago, 
the possibility of settling on the portion of the stock that is not in- 
volved in Interhandel such as the Kaufman’s. 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 593 


While in the past few years securities of chemical companies have 
ittracted high prices from the investing public, in my opinion, the 
nost propitious time for sale of the company may well have already 
assed. 

In view of the dangers inherent in continued Government owner- 
ship and the unlikely possibility of a settlement of the Interhandel 
case, I have urged that Congress pass legislation permitting the 
sale of GAF and remitting Interhandel to a claim against the proceeds. 
This could well be the most important step that could be taken to 
maximize to the fullest possible extent the war claims fund. I renew 
that recommendation before this committee today, along with the sug- 
gestion that I gave you. 

In conclusion, gentlemen, it has been my purpose to give as un- 
biased an account of the operations of GAF and General Dyestuff 
nder Government ownership as it was within my power to do. | 

iave also attempted to assist you by making spec ific recommendations 
we upon my experience with the companies. We are proud of 
the record we have made. In our judgment, the record shows that the 
companies have been operated honestly, efficiently, and on a financially 
sound basis, and it shows that the companies have been healthy com- 
petitiors in all the fields in which they are engaged. I earnestly hope 

iat this committee will reach the same conclusion. 

T hank you. 

Senator Dirksen. Now before we wind up this afternoon, I should 
like to announce that we will have the next hearing on March 31, 
Tuesday, March 31. We will resume the hearing on Tuesd: ay, March 
31, at 10 o'clock. The room will be announced. There is some real 
difficulty in getting committee rooms. Every subcommittee in the 
Senate seems to be operating all the time. I am confident we can find 
a room. It will be announced and also posted on the door of the 
regular Judiciary Committe room 424. 

Now I was going to say that I think it will be rather appropriate, 
as we get on tow ard the end of the hearings, certainly for the time 
being, that if it is convenient, Mr. Frye, we would like to have you 
come back on that day, Tuesday, M: urch 31, and we could run all d: ay 
if necessary and we could run over through Wednesday, April 1 for 
April 1 we have room 424. But we will contrive a room somehow or 
other for March 31. So, if it is convenient for you, I wish you could 
come back for that day and we may be able to conclude on Tuesday. 

Now, I want to say to the staff I think in view of the fact that Mr. 
Halbach’s name has appeared rather frequently in the hearings, hav- 
ing been at one time president of General Dyestuffs, that we should 
have him here at the same time. 

Then I think we should have Mr. Schwartz, who is familiar with 
the ins-and-outs of the litigation that is pending at the present time, 
because I do believe that we must get an accurate idea of the equities 
involved in and stemming out of the vesting process and what the 
present status is of these pending suits and claims, in the light of 
section 9 (a) and any other sections of — act. 

So may I say to Mr. Hayes and Mr. Nairn that probably we can 
cover that on March 31 and April 1, and then I believe the committee 
will want to puzzle a little over the testimony. We should have a 
meeting at which all members of the committee should be present for 
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a day when we give ourselves over to an examination of these various 
suggestions. 

Does that sound all right to you, Senator Hennings? 

Senator Henninos. It does. 

Senator Dirksen. Now then, having gotten that arrangement com- 
pleted, I presume there are some other questions. 

Mr. Naren. I have a few questions, Mr. Chairman. 

Senator Dirksen. It may be a little delicate to make observations 
on the financial future of GAF if it has to run along as it is now, and 
perhaps you do not want to make any observations on it, but I won- 
dered, since your testimony shows that you borrowed money on un- 
secured notes from Metropolitan Life and also from a banking group, 
that line of credit I suppose could become rather tenuous; it could 
some time run out. Now, if it suits no public purpose to make any 
comment on it, then I would rather not have you do it. 

Mr. Frre. I believe, as I have stated here, we felt that while we 
have maintained a very sound financial picture up to date and had 
received these credits, I think it is our feeling that—and that of our 
treasurer—that we are pretty near the limit of our borrowing ¢a- 
pacity, and that the company could not expect to get any substantial 
amount of additional money through borrowing channels. 

I feel myself that the continued Government control, continuance 
of our present position, would be pretty serious, because this inquiry, 
the publicity around it, much of it unjustified and so on, has created 
a very disturbed internal situation, and one with our customers and 
suppliers which never existed before, even though Government owner- 
ship went on for quite a while. 

As I think I said earlier in this meeting, many people were not very 
much aware of our unusual position. Many customers were not very 
much aware of it until so much publicity dev eloped the last year or so. 
As I said, I think improvising may improve earnings even, from time 
to time, improvising will keep the company more or less together. 
Perhaps if it was anticipated that the company had 10 years to go or 
five years more under Government ownership, that situation ought to 
be faced and serious thought given to what could be done to try to 
strengthen the weak points, just feeling that that was the thing that 
had to be faced. 

I would think if that had to be faced, there are some things that 
could be done to try to bolster the situation. I think going along as 
we are 5 or 10 years more, it is very much doubtful that the company 
will be in the black at all. I think that it will get in the red and it 
might well reach the point during those years where the Metropolitan 
Co., under the terms of its loan, will call its loan and the company 
could be in serious financial trouble. 

Senator Dirksen. I have two other questions. One relates to your 
observation on page 24 to the effect that the most auspicious time for 
the sale of the company will have already passed. 

Mr. Frre. Yes, sir. 

Senator Dirksen. Of course, that would not be the responsibility 
of anyone, nor would anybody be culpable for that, because of the 
pending litigation, but in connection with it, so many figures have 
been bandied about as to what might well be the sales value or the 
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sales price of the company, would you care to make an observation 
ubout it at the present time? 

Mr. Fryer. We know that at the time of the Schering sale by the 
Office of Alien Property, they got an awfully high price for that 
stock. The interest in chemical activities was extremely high, and 
the price paid for that was very high. 

We believe if General Aniline could have been sold somewhere 
along that era, during the year before or a few months following that, 
it probably would have brought the maximum price of all time. 

I could only make a guess now. If 100 percent of the stock, or 97 
percent was available for sale, I would guess that it would bring 
somewhere between $75 million and $100 million. It might do better 
than that. I think those are fairly safe limits. 

Senator Dirksen. I quite appreciate that the figure, at best, must 
be an illusive one and wholly in the speculative realm, but at least it 
does furnish a bit of a target from someone who has complete famili- 
arity with its operations 

Now, Senator Hennings, do you have any questions? I thought 
we might be able to recess ‘the hear ing at 4 o’clock this afternoon. The 
pressure of work in my office is so great that I have to look in now and 
then to see what is going on there. 

Senator Hennrnos. I have no questions now, Mr. Chairman. 

Senator Drrxsen. Mr. Hayes? 

Mr. Hares. No questions, Mr. Chairman. 

Senator Dirksen. Mr. Nairn? 

Mr. Nairn. Mr. Frye, the testimony of Alien Property officials be- 
fore the subcommittee has led the staff to the conclusion that there is 
no record kept in that Office of the outside services rendered to vested 
corporations of a specific nature. They have some general records. 

Is it possible for you to submit for the record a “list of services 
rendered to General Aniline & Film and General Dyestuffs Corp. ! 

Mr. Frye. Yes, sir. I have the principal services that have been 
rendered during the last 6 years here. I have the names of the firms, 
what they have received in payments for fees and expenses, in each 
case a list of a few representative ran clients of these firms, which 
we put in to indicate that in every case they are topnotch national 
firms that have other topnotch intiaatel ial clients. 

I have that list here and I shall be glad to submit it to you. 

(The list referred to is as follows :) 


SuMMARY OF SERVICE ARRANGEMENTS OF GENERAL ANILINE & FitmM Corp. AND 
GENERAL DyYESTUFF CorpP. 


LEGAL 


During the last 6 years the principal firms employed have been Steptoe & 
Johnson, Langner, Parry, Card & Langner, and Herridge, Tolmie, Gray & Coyne. 
Other firms have been employed from time to time to handle special matters. 


Steptoe & Johnson 


Retained by the boards of General Aniline & Film Corp. and General Dyestuff 
Corp. in January 1947 at $36,000 and $18,000 per annum, with provision for addi- 
tional fees in special litigation matters. 


Fees and expenses : Fees and expenses—Continued 
. $62, 610 1950. 
99, 287 
100, 909 | 
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Representative clients: 
National Distillers Products Corp. 
Food Machinery & Chemical Corp. 
Owens-Illinois Glass Co. 


Lanoner, Parry, Card & Langner 





This firm which specializes in foreign trade-marks and patents has been em- 
ployed by General Aniline & Film Corp. since 1942. 










Fees and expenses: ' Fees and expenses '—Continued 







1947 fates aa $69, 457 i $24, 658 
1948 . ievdintistantetintlmmananeanll 62, 947 | SIDI ccinbsotesaieandcinlieet aichitaaisidnsscadit celmaia 51, 094 
1949 ‘ abi cncidcotdg, "ee. tasty ders Se cus Serooe 
Combining official Government fees. both United States and foreign, for patent and 





trade-marks including taxes and all other service charges 
















Representative clients: 
General Motors Corp. 
International Business Machines Corp 
Bethlehem Steel Corp. 


Herridge, Tolmie, Gray & Coyne 


Employed by General Aniline & Film Corp. in Canadian patent matters and 
litigation 












Fees and expenses: Fees and expenses—Continued 












1947 _ : $14, 784 lin ncthutsineanentarener $15, 173 
1948 I WGP cS St CO SS. 10, 146 
TT ere 000. Lael 38, 128 


Representative United States clients: 
Minnesota Mining & Manufacturing Co. 
Pepsi Cola Co. 

Prudential Insurance Co. of America. 


CONSULTANTS 











The companies have followed accepted industrial practice in the employment 
of consultants on matters requiring specialized assistance. The principal firms 
employed during the last 6 years include Booz-Allen & Hamilton, Robert Heller 


Associates, Inc., Raymond Loewy Associates, Handy Associates, and McKinsey & 
Co. 






Booz-Allen & Hamilton 





This firm has been employed to assist in the creation of standards for measure- 
ment of manufacturing cost performance at different production levels. 


I'ees and expenses: 










1947 ntlidhibees witcha sn hake ccti his adhd dibs od ieidldeekelaanastehes $91, 210 
1948 __ A aries ties tin da agi aeeanitiedideeid toa he intinhtininciat oie ecae le igh _. 45, 265 
1949 : pisiarapsetensiasll tiene saetsittieii ieee inci gil eats jaa 6, 013 





Representative clients: 
General Mills, Ine. 
Schenley Distillers 

Standard Oil Co. of Indiana 


Robert Heller 


Retained by the boards of the companies to study operating policies and pro- 
cedures and to assist in a comprehensive reorganization of management, pro- 
duction, sales, and research. 




















{ssociates, Inc. 





Fees and expenses: Fees and expenses—Continued 


a cabcetaiasaneniielaeci 126, 343 
Representative clients: 
Continental Can Co. 
E. I. du Pont de Nemours 
United States Steel Co. 







I asinine tensa 230, 430 
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Raymond Loewy Associates 
Employed by the companies to assist in the designing of products, packaging, 
nd markings. 
Fees and expenses: 
1950 
1951 
1952 


Representative clients: 
General Motors Corp.—Frigidaire Division 
Studebaker Corp. 


Lever Bros. 
mdy Associates, Ine, 
Employed to assist in the procurement of competent top level personnel 


fees and expenses: Fees and expenses—Continued 
1947 __ $1, 067 9; $4, 522 
i eee 6, 158 51. 3, 699 
1949 . GOS <<< _— 4, 679 


Representative clients: 
Carrier Corp. 
General Electric Co. 
Gillette Safety Razor Co. 
UWcKinsey & Co. 


Employed by General Aniline & Film Corp. to assist in the installation of 
salary and position evaluation procedures on a companywide basis. 


Fees and expenses : Fees and expenses—Continued 
$12, 536 I eicracas = $425 


aa ee mens 250 
8, 493 
Representative clients: 
American Locomotive Co. 
Nationai Biscuit Co. 
U.S. Steel Corp. 


ADVERTISING 


The principal agencies which have served the companies during the last 6 
vears have been Young & Rubicam, Inc., the Biow Co., Inec., and L. BE. MeGivena 
Co., Ine. 

Young € Rubicam, Inc. 

Employed to handle the product advertising of the Anseo and Ozalid Divisions 

of General Aniline & Film Corp. from 1935 to 1950. 
Fees and expenses: Agency commissions are paid by the publisher 
iiepresentative clients: 
Statler Hotels 
Simmons Beds 
Gulf Oil 
The Biow Co. 
Employed from 1950 to 1952 to handle the product advertising of General 


Aniline & Film Corp. 


lees and expenses : Agency conimissions ure paid by the publisher. 
Representative clients: 

Philip Morris & Co. 

Procter & Gamble Corp. 

Bulova Watch Co., Ine. 


L. B. McGivena & Co., Inc. 


Employed since 1948 to handle the institutional advertising campaign of 
General Aniline & Film Corp. 
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Fees and expenses: Agency commissions are paid by the publisher, 
Representative clients: 
Lever Bros. Co. 
Chicago Tribune 
Pitmne 5 Bowes 
INSURANCI 


During the last 6 years insurance has been handled by 4 brokers, Alexander 
& Alexander for General Dyestuff Corp. and Marsh & McLennon, J. C. Paige & 
Co., Ine., and the Detroit Insurance Agency for General Aniline & Film Corp 
Brokers’ commissions are derived from the underwriters. 
tlerander & Alerander 
Representative clients 

Shell Oil Co. 
Warner Bros. 
American Airlines 
Marsh & McLennon 
liepresentative clients : 
Montgomery Ward 
Pennsylvania Railroad 
Gulf Oil Corp. 
J.C. Paige & Co, Inc Detroit Insurance Agency 
Representative clients Representative clients: 
American Tobacco Co General Motors Corp. 
Union Carbide & Carbon Corp. Sterling Drug Co. 
Colgate-Palmolive-Peet Corp Parke, Davis & Co. 


FISCAL AGENTS AND ACCOUNTING 


A number of banks and trust companies handle such matters as the registration 
and transfer of stocks, the custody of securities and the payment of dividends, 


Transfer agents ; Corporation Trust Co. of New Jersey, City Bank, 
Farmers Trust Co., New York 

Registrars___- Commercial Trust Co. of New Jersey, Bank of the 
Manhattan Co., New York 

Custodian of securities _. Irving Trust Co., New York 

Dividend disbursing agent Manufacturers Trust Co., New York 

Trustee under retirement Bankers Trust Co., New York 

plan 


During the period of Government ownership the accounts of General Ani- 
line & Film Corp. have been audited by Arthur Andersen & Co., those of General 
Dyestuff Corp. by Arthur Young & Co. The American Appraisal Co. has serviced 
the property records of the company during the same period. 


Arthur Andersen & Co. (GAF) 


Fees and expenses : | Fees and expenses—Continued 
1947 Da celts 29, 300 | EE sn sven csi en geienineagaenes ae ae 
an, 5 F. b eb , 600 | 1951_.- 
, 394 1952 
Representative clients: 
Cudahy Packing Co. 
American Sugar Refining Co. 
National Dairy Products Corp. 


Arthur Young & Co. (GDC) 


Fees and expenses: Fees and expenses—Continued 
1947 $6, 299 
1948__- 6, 297 | 
1949 8, 574 | 


Representative clients: 
Radio Corporation of America 
Socony-Vacuum Oil Co. 
Consolidated Vultee Co 
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{merican Appraisal Co. 


Fees and expenses: Fees and expenses—Continued 
. $35, 261 $36, 805 
28, 872 1951 
19, 416 1952 
Representative clients : 
American Brake Shoe Co. 
Lever Bros. 
wens Illinois Glass Co. 


BANKING 


Che depositories for the funds of the companies have been selected by the 
ward of directors after careful scrutiny of their soundness, their location in 
relation to operational needs and the services which they offer. The larger 
New York City banks such as the National City Bank of New York, the Chase 
National Bank of the City of New York, Guaranty Trust Co. and the Manu- 
facturers Trust Co. are the principal depositories. 


FINANCING 
At the end of 1952 General Aniline was indebted to 11 banks and the Metro- 
politan Life Insurance Co, for a total of $40 million. General Dyestuff Corp. 
had no indebtedness. The General Aniline debt comprised the following: 


1% percent notes payable, due serially to $4, 500, 000 
2.95 percent note payable, due June 1, 1967 (annual prepayments of 
$1,000,000 each June 1 from 1956 to 1966, inclusive)_____________ 15, 500, 000 
14 percent notes payable, due March 1, 1972 (annual prepayments 
each March 1 from 1957 to 1971, inclusive, ranging from $500,000 
to $1,250,000) sd wi ince cn ciel chaise delddiheiaiss GieniaetAdeticiiintek \cnsiipetae, a, Cee 


Total 40, 000, 000 


This indebtedness results from three financing operations which were under- 
taken during the period of Government ownership: 

The 1% percent notes originated in 1945 when the company borrowed $10 
million from a group of 11 banks headed by the National City Bank of New York 
which had been trustee of the company’s debentures issued in 1929. 

The $15,500,000 note bearing 2.95 percent interest is payable to the Metro- 
politan Life Insurance Co. and results from a loan agreement entered into in 
1947. 

The $20 million notes payable bearing interest at 34% percent are also due to 
the Metropolitan Life Insurance Co. and stem from a loan agreement executed 
in 1951. 

It may be observed that the terms of these loans are very favorable and indi 
cate the sound standing of General Aniline & Film Corp. in financial circles. 

Mr. Narn. Has the Office of Alien Property ever asked for such a 
list other than, to your knowledge, to provide it to this subcommittee ¢ 

Mr. Frrr. I do not know that they have asked for it in a formal 
manner except to provide it as the result, I think, of Senator Wiley’s 
inquiry. 

They have not regularly requested it. 

I would say, Mr. Nairn, that so far as General Aniline & Dyestuff, 
it least the heads of the Office of Alien Property have been generally 
familiar with the firms we have used, just due to the contact we have 
lad with them. They approved, of course, the auditing firms we have 
used. As stockholders, they approve those. But I do not think there 
have been any regular requests or regular reports to them on these. 

Mr. Gibbons corrects me on this in that he says they requested this 
nformation in 1948 and again this year. 

Mr. Naren. There have been several allegations made with respect 
to the political employment of personnel in the subject corporations. 
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Would it be possible for you to furnish us with a résumé of the history 
of your key officials, for the record ? 

Mr. Fre. Yes, sir; I shall be glad to do so. I have here a list of 
the 34 key officials. What we did was to take people in all key posi- 
tions in research, on the staff, in manufacturing a sales. That adds 
up to 34 people. I have the list of their names, when they were em- 
ployed, what their positions are, what their salaries are, and what their 
background and prior employment has been. 

I should like to comment at this point to the effect that I am quite 
certain when you go over this you will recognize that not a single 
0 me “ ws 1ese people came into the company through political channels. 
Only 2 of them were ever employed by the Government, except in 
mi i itary services, 2 in addition to those. 

I might say one of them was a special assistant to the United States 
Attorney General and joined General Aniline through Mr. Burpee, 
the pre ‘side nt ahead of me, as house counsel. 

The other man was Mr. Franklin, who is head of our General Ani 
line Works and General Dyestuff—is general manager of General 
Dyestuff, who was brought in by me from a position as peneee 
of the Oak Ridge atomic energy setup. Mr. Franklin had a very 
excellent. background, having had experience with oper ative Oak 
Ridge as well as being technically qualified and a graduate ‘of the 
Harvard Law School of Business Administration, a very competent 
technical man and businessman. 

Two other of our men had military backgrounds and served pretty 
much as the result of those on some special assignment with the State 
Department. They were both brought into the company through me, 


by me, and no one in politics ever knew anything about it or suggested 
it or had anything to do with it. 

[ think you will find those people are people who came in through 
entirely different channels, as they would in any normal corporation, 
on the basis of merit, many of them with long service with the com- 
pany. But here is that list, also. 

(The list referred to follows:) 


] 


Brier BroGRAPHICAL DATA ON GAF anp GDC MANAGEMENT PERSONNEL (STAFF, 
RESEAKCH, OPERATIONS, AND SaLEs) 


GAF HOME OFFICE 
1. Herbert L. Abrons: 
Employed 1947 as counsel—present position. 
Salary, $21,250. 
Exrperience.—Graduated from Yale College and Yale Law School; attorney, 
Proskauer, Rose & Paskus; attorney, Hess, Mila & Popkin; special assistant to 
United States Attorney General; joined GAF through G. W. Burpee, president. 


2. Carter L. Burgess: 
Employed 1947 as assistant to president. 
Appointed director of administration, 1951. 
Salary, $18,000. 
Prperience.—Graduate Virginia Military Institute; colonel, SHAEF, secretary 
of general staff; assistant to president, TWA; joined GAF through Jack Frye, 
president ; became assistant to vice president, divisional operations, Binghamton. 


3. Henry W. Coughlin: 
Employed April 1942 as patent counsel. 
Now director, patents and industrial development. 
Salary, $28,800. 
Paeperience.—Graduated from MIT and School of Foreign Serviee at George- 
town University; patent work, Pennie, Davis, Marvin & Edmonds; private prac- 
tice; joined GAF through R. E. McConnell, president. 
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$. Jack Frye: 

Chairman of the board and president since 1947. 
President of GDC since 1947. 
Salary, GAF $72,000, GDC $25,000. 

Haxperience.—President, Aero Corp. of California; president, Standard Air 
lines; vice president in charge of operations, Western Air Express Corp.; presi- 
dent, Transcontinental & Western Air, Inc. 

{ filiations.—Director, Maryland Casualty Co.; director, Electronatom Corp. : 
fellow, Institute of Aeronautical Sciences ; trustee, Southwest Research Lastitute : 
trustee, Institute of Inventive Research; holder, Medal for Merit, 1946; Grand 
Officer of the Crown of Italy, 1946. 


5. Francis A. Gibbons: 
Employed 1929 as accountant. 
Appointed vice president and treasurer, 1952. 
Salary, $27,000, 

Erperience.—Attended Fordham University; accountant, Maguire, Undeutsch, 
Maguire: former positions in GAF: chief accountant, assistant secretary, 
secretary. 

6. Matthew M. Gouger: 
Employed 1949 as manager of personnel. 
Relations GAW. 
Apointed director of personnel relations GAF, 1950. 
Salary, $23,500. 

LHrperience—Graduate, University of Texas; Manager of personnel, Pittsburgh 
Plate Glass Co.; director of personnel relations, Trans World Airlines; vice 
president and director, Glenn L, Martin Co.; joined GAF through C. T. White, 
vice president. 

7. John H. Hilldring: 

Employed 1950 as general manager, foreign operations. 

Appointed vice president, foreign operations, GAF-—GDC, 1952. 

Salary, $35,000. 
rperience.—Graduate, University of Connecticut; major general, United 
States Army, last position Director of Civil Affairs, Division of War Depart- 
ment; Assistant Secretary of State; foreign trade consultant, Pritzker Trust, 
Imperial Pearl Syndicate, GAF, GDC; joined GAF through Jack Frye, president. 


8. C. J. Hyland: 

Employed 1942 as office manager. 
Appointed secretary, 1951. 
Salary, $16,000. 

Experience.—Graduate, Notre Dame; attorney, Winter James & Carmody; 
secretary, Madigan-Hyland, engineers consultant, New York City park commis 
ioner and Triborough Bridge Authority; joined GAF through R. E. McConnell, 
president. 

%. Winfield I. McNeill: 


Employed 1943 as vice president and controller, president position. 
Salary, $31,500. 

Exrperience.—Graduate, Massachusetts Institute of Technology; plant ac- 
countant and office manager, Procter & Gamble; director of industrial relations 
Colgate-Palmolive-Peet ; superintendent of production, E. R. Squibb & Sons; 
joined GAF through R. E. McConnell, president, GAF. 


ANSCO/OZALID 
10. James Forrestal: 
Employed 1933 as assistant professional sales manager, Ansco. 
Appointed vice president, operations, Ansco/Ozalid, 1951. 
Salary, $40,000. 

Erperience.—District manager, New York, Bachrach, Inc.; partner Don Drigo 
Studios; district manager, Chicago Underwood & Underwood; became general 
sales manager, Ansco; assistant to vice president, GAF; assistant general man- 
ager, Ansco; general manager, Ozalid; director and past president, National 
Association of Photographic Manufacturers. 
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11. Willy Schmidt: 
Employed 1929 as assistant production manager and director of research, 
Ansco 
Appointed director of research Ansco/Ozalid, 1952. 
Salary, $20,000. 

Laeperience.—University of Leipzig, doctor of philosophy; radiography spe 
cialist, I. G. Farbenindustrie; became associate director of research, Central 
Research Labs. 

ANSCO 
12. William Balch: 
Employed 1936 as salesman, Agfa-Ansco. 
Appointed general sales manager, 1949. 
Salary, $23,500. 

Exrperience.—Graduate, Texas Christian University; attended University of 
London; joined Agfa-Ansco through Joseph McBride, wholesale division sales 
manager, Agfa-Ansco; became sales supervisor, Binghamton sales and district 
sales manager, New York. 


13. Harold Harsh 
Employed 1934 as paper emulsion supervisor. 
Appointed production manager, January 1952. 
Salary, $17,500. 
Experience.—Graduate, Ohio State and Massachusetts Institute of Technology : 
joined Ansco through Dr. Fritz Wentzel, paper plant manager, Ansco; became 
manager chemical development department and manager quality control. 


14. Louis W. Munchmeyer: 
Employed 1948 as executive assistant to vice president, operations. 
Appointed assistant general manager, Ansco division, 1950. 
Salary, $25,500. 

Faperience.—Graduate, West Virginia University ; operating position, Du Pont, 
Richmond, Va., cellophane plant; colonel, United States Army, in charge of 
Huntsville Arsenal; vice president, Michigan Chemical Corp.; joined Ansco 
through C. R. Wagner, vice president, GAF. 


OZALID 
15. Benjamin Friedland: 
Employed 1943 as supervisor, sensitized material production. 
Appointed production manager, 1948. 
Salary, $15,500. 

Erperience.—Graduate, College of City of New York and New York University ; 
chief chemist and head of quality control department, Consolidated Films Indus- 
tries; joined Ozalid through Joseph Coffman, general manager, Ozalid. 

16. Lewis P. Naylor: 
Employed September 9, 1948, as general sales manager, Ozalid division, 
present position. 
Salary, $20.500. 

Experience—Graduate Columbia University: sales manager, Arcturus Radio 
Tube Co.: portable division sales manager, Remington Rand, Inc.; sales man- 
ager, Victor Adding Machine Co.: joined GAF through James Forrestal, vice 
president, operations, Ansco/Ozalid division. 


GAW 
17. David B. Andrews: 
Employed 1937 as research chemist. 
Appointed plant manager, Rensselaer, 1952. 
Salary, $16,000. 
Experience.—Graduate, Cornell; doctor of philosophy, University of Michi- 
gan; has been assistant manager and manager, process development, Rens- 
selaer. 


18. Fred Ebersole: 
Employed 1931 as manufacturing chemist. 
Appointed manager, product line and inventory control, 1952. 
Salary, $17,000. 
Paeperience.—Doctor of philosophy, Massachusetts Institute of Technology ; 
became manufacturing chemist in charge of intermediates, assistant supervisor 
process development and production control manager. 
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19. Frederick M. Meigs: 
Employed 1942. 
Director, development. 
Salary, $24,000. 

Eaperience.—Graduate, University of Chicago, bachelor of science, doctor 
of philosophy; research chemist and manager, hydraulic classifier division, du 
Pont: brought to GAF in 1942 by W. F. Zimmerli, vice president research and 
development. 


20. William L. Walsh: 
Employed 1936 as research chemist. 
Appointed plant manager, Grasselli and assistant general manager, pro- 
duction, 1952. 
Salary, $25,000. 
Exrperience.—Graduate, Boston College; doctor of philosophy, Massachusetts 
Institute of Technology; has been production manager, assistant plant manager, 
and plant manager, Rensselaer plant. 


°1. Jesse Werner 
Employed 1938 as research chemist. 
Appointed director, commercial development, 1952. 
Salary, $18,200. 
Eeperience.—Doctor of philosophy, Columbia University; became section 
leader, process development department, assistant manager, process develop- 
ment, and technical assistant to vice president operations, GAW. 


22. Chandler T. White: 
Employed 1920 as research chemist. 
Appointed vice president, general manager production, 1950. 
Salary, $36,000. 
Experience.—Graduate, Dartmouth College; attended Massachusetts Institute 
Technology, 1916-1917 ; chemist, Winchester Repeating Arms; has been depart- 
ment manager, plant manager, and general manager production. 


GAW (URL) 
23. Lawrence T. Hallett: 
Employed 1943 as analytical section leader. 
Appointed research manager, analytical services, 1952. 
Salary, $14,000. 

Exrperience.—Doctor of philosophy, University of Wisconsin; named as 1 of 
10 best analytical chemists of United States in 1947 by American Chemical So- 
ciety; analytical research chemist, Eastman Kodak Co.; joined GAF through 
E. C. Williams. vice president, chemical director. 

24. Charles F. Jelinek: 
Employed 1946 as chemist. 
Appointed research manager, surfactants, 1952. 
Salary, $11,000. 

Experience.—Rhodes scholar, Oxford 1939-40; Ph. D., University of Illinois: 
captain, United States Army Chemical Warfare Service; joined GAF through 
W. E. Hanford, director of research. 


25. Joseph W. Lang: 
Employed 1943 as chemical engineer. 
Appointed director, research, 1952. 
Salary, $23,500. 

Experience.—Graduate, University of Washington; Ph. D., Columbia Univer- 
sity; chemical engineer, du Pont; joined GAF through J. H. Bruun, acting plant 
manager ; became production manager and plant manager. 

26. William W. Williams: 
Employed 1943 as chemist. 
Appointed research man: ger, Azo Dyes, 1952. 
Salary, $11,460. 

Experience.—Ph. D., University of Illinois; chemist, du Pont; joined GAF - 
through J. H. Bruun, acting plant manager. 


41889—54— pt. 1-39 
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GDC—GAW 
27. John C. Franklin: 
Employed GDC 1949, GAW 1951. 
Executive vice president, GDC, and vice president operations, GAW. 
Salary, $15,000, GDC; $30,000, GAW. 

Exrperience.—Graduate, Leland Standford and Harvard Business School; vice 
president, engineering and maintenance, Trans World Airline; manager, Oak 
Ridge Operations, United States Atomic Energy Commission; brought to GDC 
in 1949 by Jack Frye, president. 


28. John E. Harrington: 

Employed GDC 1950, GAW 1951. 

Secretary GDC, and admiinstrative assistant to vice president operations, 

GAW. 
Salary, $11,000 GDC; $6,000 GAW. 
Erperience.—Manager, shaver division, Knapp-Monarch Co., St. Louis; pilot 

and assistant to vice president engineering and maintenance, Trans World Air- 
line; brought to GDC in 1950 by J. C. Franklin, executive vice president. 


29. Arthur J. Young: 
Employed GAF 1933 as production clerk, GDC 1951 as controller. 
Appointed controller, GDC and GAW division, January 1953. 
Salary, $5,000 GDC, $10,000 GAW. 
Erperience.—Bookkeeper, Lone Star Cement Co., Albany, N. Y.; has been GAW 
production accountant, plant accountant, and assistant controller, GAW. 


GDC 
30. Albert E. Hendershot: 
Employed 1938 as controller. 
Appointed treasurer 1951. 
Salary, $13,000. 
Leperience.—Controller and assistant treasurer, American Printing Co., Fall 
River Mass.: management engineer; Hopf, Kent, Willard & Co. 


31. Henry F. Herrmann: 
Employed 1928 as New York branch manager. 
Appointed market manager, dyestuffs, 1952. 
Salary, $25,000. 
Expericnce.—Chemist and consultant, National Aniline & Chemical Co.; past 
company position, manager sales services. 


32. Harold G. Shejton: 
Employed by GAF 1945, transferred to GDC 1950. 
Appointed sales manager, Antara Chemicals Division, 1950. 
Salary, $20,000. 

Exrperience.—Graduate Virginia Polytechnic Institute; sales engineer, National 
Carbon Co.; purchasing agent, Electro Metallurgical Co., division of Union 
Carbon & Carbide; employed as assistant to director of sales promotion, GAW, 
by George Burpee, president ; became general manager, Antara Products Division 
of GAF. 


33. Sumner H. Williams: 
Employed 1928 as dyestuff technician. 
Appointed vice president and general sales manager 1952. 
Salary, $50,000 plus sliding scale percentage of profits. 
Exrperience.—Attended Lowell Textile Institute 9 years, evenings; boss dyer, 
Houston Textile Mills 1924-18; has been salesman, assistant manager, and 
manager of Charlotte, N. C., branch office; inventor of widely used dyeing and 
finishing equipment. 
34. J. R. Bonnar: 
Employed 1935. 
Appointed technical director 1939. 
Salary, $29,000. 
Experience.—Graduate, Massachusetts Institute of Technology ; technical direc- 
tor, American Printing Co., Fall River, Mass.; president, American Association 
of Textile Chemists and Colorists. 


Senator Drrxsen. That is the question, Mr. Frye, that. we have 
rather uniformly, I think, addre-sed to all the witnesses and particu 
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larly those who are identified with the Office of Alien Property. 

Mr. Frve. Yes, sir. 

Senator Dirksen. We have done so largely because over a period 
of time there have been some allegations in the press as to whether 
or not some or all of these properties were made a so-called gravy 
train. So it is a responsibility, I think, for the committee to make 
the inquiry and get the whole story out in "regul: ar form. 

Mr. Frye. I am very glad of the opportunity to give you this story 
on General Aniline, because there has been much misleading publicity 
on the subject. 

Mr. Naren. I think this morning when we were discussing the 
Verona Chemical Corp., you referred to minutes of the board of 
directors where the sale of that corporation tc Halbach was authorized. 

Would you please submit them to the reporter for inclusion in the 
record ¢ 

(The matter referred to follows:) 


MINUTES OF POSTPONED REGULAR MEETING OF BoArD OF DrrRecTORS OF GENERAL 
DyestuFF Corp. HELD at 435 Hupson Street, New York, N. Y., Juty 19, 1951, 
10 A. M. 


The following directors were present: Messrs. J. C. Franklin, Jack Frye, 
Donald O. Lincoln, Harold C. Paull, Jouett Shouse, Cary R. Wagner: constitut- 
ing a quorum. 

Absent: Messrs. Norman H. Biltz, John 8. Bugas, John R. Small, A. C. Spurr 

Mr. Frye presided and Mr. J. BE. Harrington acted as secretary. 


APPROVAL OF MINUTES OF PREVIOUS MEETING 


Upon motion by Mr. Lincoln, seconded by Dr. Wagner, it was unanimously 
Resolwed, That the minutes of the meeting of the board of directors of this 
corporation, held on June 7, 1951, be, and they hereby are, in all respects 
approved. 
REPORT ON BUSINESS CONDITIONS 


Mr. Franklin informed the board that our sales during the past 6 weeks had 
declined throughout all trades. The decline has been most pronounced in the 
textile industry, where uniformly high inventories exist and yearly vacations 
have been extended by as much as 2 weeks by many of the large mills. It was 
stated that the business upturn previously expected to occur in August is now 
estimated to materialize in October. 

The dyestuffs inventory increased during June by approximately 1 million 
pounds of nonwar colors. Mr. Franklin discussed briefly the unbalance between 
civilian products and war vats, stating that, although the inventory standard 
on many Rensselaer products was being rapidly approached, unfilled orders on 
hand total 2,200,000 pounds. 

It was stated that our participation in the war vat business has been roughly 
30 percent for the first 6 months of this year. 

All Antara products are in reasonably good supply due, in some cases such 
as Igepal, to the lower demand. The supply of ethylene oxide to GAW is still 
below normal and a return of the recent high demand would probably, therefore, 
result in a renewed shortage of Igepal. There is some indication of recovery 
in carbonyl iron powder consumption. 

The board was advised that export sales of dyestuffs for the first 6 monils 
of this year are approximately 12 percent higher than for the same period of 
1950. Export sales of nondyestuffs are up only slightly from last year. 


PRESENTATION OF FINANCIAL AND OPERATING REPORTS 


Projected profit and loss statements, together with statements of securities 
held and bank balances, were presented and discussed. Copies of those reports 
are attached to these minutes. 
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CONFIRMATION OF SALE OF VERONA CHEMICAL CO. STOCK 


Mr. Frye advised the board that Mr. Halbach had requested, for tax reasons, 
that we close the sale of our Verona stock to him through a third party. After 
consultation with Mr. Lincoln, the management agreed, and the stock was trans- 
ferred to Clark Dodge & Co. of New York City, to whom Mr. Halbach had 
assigned his right to purchase the stock. The transfer was accomplished on 
June 29 and payment, in the amount of $353,276, was received in the form of a 
certified check. 

The amount stated above was calculated as follows: 


1,240 shares at $285 per share 
Less New York and Federal documentary tax stamps 


Total 


Upon motion by Mr. Shouse, seconded by Dr. Wagner, it was unanimously 

Resolved, That the sale of 1,240 shares of Verona Chemical Co. stock, owned by 
this corporation, to Clark Dodge & Co. of New York, N. Y., and the actions 
of the executive vice president in concluding said sale, be, and they hereby are, 
approved, ratified, and confirmed. 


APPROVAL OF MR. E, R. HEINTZ AS REGISTERED AGENT IN ILLINOIS 


The board was asked to approve Mr. E. R. Heintz, who is replacing Mr. F. B. 
Hilger as GDC Chicago branch manager, as our registered agent in the State of 
illinois. 

Upon motion by Dr. Wagner, seconded by Mr. Lincoln, it was 

Resolved, That the officers be, and they hereby are, authorized to substitute 
Mr. E. R, Heintz for Mr, F. E. Hilger as the registered agent of this corpora- 
tion in the State of Illinois, and to take all necessary action to accomplish this 
change. 


REPORT ON STATUS OF RENEGOTIATION OF ANTARA COMMISSION RATE 


Mr. Franklin reported that essential agreement had been reached with Mr. C. T. 
White, for GAW, on the segregation of the Antara products into two groups and 
the assignment of a separate commission rate to each group. He explained that 
the purpose of the segregation was to group together the products on which 
selling costs were relatively low in order that a commission rate commensurate 
with such low selling costs could be assigned to that group. He stated that the 
commission rates being discussed were 14 percent for the higher selling cost 
group and approximately 74 percent for the lower selling cost group. After de- 
tails have been agreed upon by the managements of GDC and GAW, the arrange- 
ment will be submitted to both boards of directors for approval. 


REPORT ON GDC STATUS UNDER CURRENT CEILING-PRICE REGULATIONS 


The board was advised that GDC’s status under ceiling-price regulations is 
affected by the following: 


(a) Filing of report of increases in costs by GAW under OPR 22. 

(b) Requirements of CPR 31 with respect to filing of ceiling prices on im- 
ported products. 

(c) General Ceiling Price Regulation (GCPR) with respect to resale of 
domestic products purchased from suppliers other than GAW. 

It was stated that new ceiling prices on GAW products under CPR 22 would 
allow increases over present prices by 6.16 percent on Rensselaer products and 
5.63 percent on Grasselli products. However, in view of the fact that our 
competitors’ ceiling prices will remain substantially in line with present prices, 
few price increases, except on specialty products, can be made by GAW. 

On imported products, GDC is, for the present, operating under the General 
Ceiling Price Regulation. 

With respect to the resale by GDC of domestic products purchased from 
suppliers other than GAW, GDC’s ceiling prices are those established by the 
manufacturers who supply the products to us. 
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APPROVAL OF MINUTES OF EXECUTIVE COMMITTEE MEETING OF JUNE 28, 1951 


Upon motion by Mr. Paull, seconded by Mr. Shouse, it was unanimously 

Resolved, That the actions of the executive committee of the board of directors, 
as set forth in the minutes of the committee’s meeting of June 28, 1951, be, and 
they hereby are, approved. 

A copy of the minutes of the executive committee meeting of June 28, 1951, is 
attached to and made a part of these minutes. 


REPORT ON ELIMINATION OF LOSS PRODUCTS 


Mr. Franklin advised the board that, during the last half of 1950, the GAW 
sales dollars on dyestuffs sold at a book loss were reduced to 15.3 percent of total 
sales. This is to be compared with 17 percent for the first half of 1950. 


REPORT ON BRIGHTENER SALES 


Mr. Franklin reviewed the events of the last 6 months in connection with the 
decline in sales of brighteners. He advised that the decline had resulted from 
the following: 

(a) Introduction of competitive products by Du Pont, Caleo, and Hilton- 
Davis. 

(b) Price eutting by Du Pont. 

(c) Decline in retail business, resulting in substantial increase in inventories 
of our customers. 

The effect on this year’s business is expected to be a reduction in brightener 
volume from approximately $4,500,000 to approximately $2,100,000. 

The board was advised of the actions being taken to recover our position in 
the brightener field. It was pointed out, however, that, due to the great increase 
in competition, it is unlikely that we can regain our original participation of 
approximately 70 percent of the Procter & Gamble brightener business. 


DISCUSSION OF ELIMINATION OF JULY MEETING OF EXECUTIVE COMMITTEE 


Mr. Frye recommended that, in view of the short period between today’s 
meeting and the next regular meeting of the board on August 2, no meeting 
of the executive committee be held during July. The board unanimously approved 
this recommendation. 


APPROVAL OF CHANGE IN ARRANGEMENT FOR REPLACEMENT OF MR, B, K. ARCHER AS 
PHILADELPHIA MANAGER 


Due to the delay in selecting a replacement for Mr. F. E. Hilger as Chicago 
manager, and the resulting deferment of the July 1, 1951, date for his assuming 
the managership in Philadelphia, it has been necessary to ask Mr. B. K. Archer 
to continue his active management of the Philadelphia branch until October 
1, 1951. The management therefore recommended that the board approve an 
extension, to March 31, 1952, of the period for which Mr. Archer is to continue 
to receive commissions on Philadelphia sales. 

After discussion the board unanimously approved this recommendation, 


EXPRESSION OF APPRECIATION TO MEMBERS OF VERONA AND COMPENSATION 
COM MITTEES 


Mr. Frye stated that all matters of compensation and remuneration for the 
Verona and compensation committees had been adjusted in accordance with the 
decision of the board at the March 8 meeting. He expressed his thanks and 
appreciation to the members of both committees for their assistance during the 
past year. 

There being no further business t.) come before the meeting, it was adjourned. 


Secretar y. 
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Cash—Securities 


July 18, 1951 | July 18, 1950 
$3, 498, R85. 56 

= —_— —_— 

125, 000. CO 

100, 000. 00 


5, 000. 00 | 225, 000. 00 


Bank balances, July 18, 1951 


American Security & Trust Co., Washington, D. C___ _- os $25, 000. 00 
Bankers Trust Co. of New York. ._-.---__-._-- 35, 283, 75 
Chase National Bank of New York--......-.----~--- ~~... 27, 272. 01 
Chemical Bank & Trust Co. of New York_ -- ~~ _------ Pe 215, 839. 88 
Irving Trust Co., New York 112, 681. 31 
Manufacturers Trust Co., New York__-_ ---~-~~- ; “itz 617, 687. 46 
National City Bank of New York---__- -_---_- igi idie ili e 648, 713. 39 
American Trust Co., San Francisco____----__----- itanas 80, 735. 42 
jank of America, San Francisco____._-~- ; 1, 980. 91 
Commercial National Bank, Charlotte__._-._-_-~- 915, 589. 35 
Continental Illinois National Bank & Trust Co., Chicago 236, 749. 64 
First National Bank, Boston 388, 108. GO 


Total __ 8, 300, 641, 72 


MINUTES OF THE EXECUTIVE COMMITTEE MEETING OF THE BOARD OF DIRECTORS OF 
GENERAL DYESTUFF CorP. HELD ON JUNE 28, 1951, 10 A. M., at 230 PARK AVENUE, 
New York, N. Y. 


The following members of the committee were present: Messrs. J. C. Franklin, 
Donald O. Lincoln, Harold C. Paull, Jouett Shouse; constituting a quorum. 

Absent: Messrs. Jack Frye, A. C. Spurr. 

Mr. Franklin presided and Mr. J, E. Harrington acted as secretary. 


REPORT ON BUSINESS CONDITIONS 


Mr. Franklin reported that sales for the month of June were currently 18 
percent below those of May. ‘This results chiefly from the continuing recession 
in civilian business. Requirements for war vat colors are still in excess of the 
ability of the plants to supply. 

Mr. Franklin stated that supplies of sulfuric acid had been eased somewhat 
by assistance from the NPA, and that similar assistance with respect to phthalic 
anhydride could be hoped for in the near future. This should improve our 
ability to produce the war vat colors presently needed. 

There followed a discussion of general business conditions in the textile indus- 
try, and the possible influence of a truce in the Korean war. It was the con- 
sensus of the meeting that, in view of extraordinary inventories presently existing, 
the industry would be hit quite hard by such a truce. 


REPORT ON STATUS OF SALE OF VERONA STOCK TO E. K. HALBACH 


Mr. Lincoln advised the committee that the scheduled closing with Mr. Hal- 
bach on Tuesday, June 26, had been postponed until Friday, June 29, due to the 
necessity for Mr. Halbach to resolve a tax question with respect to his purchase 
of the stock. 


REPORT ON STATUS OF ANTARA COMMISSION RATE NEGOTIATION 


Mr. Franklin stated that one meeting had been held with GAW management 
on the subject of renegotiation of the 12.65 percent Antara commission rate. 
Further data is now being developed by GDC for use in these negotiations, and 
another meeting is scheduled for next week. It is hoped that more progress 
can be reported to the board at the July 19 meeting. 
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DISCUSSION OF CEILING PRICE REGULATIONS 


The committee was informed that preliminary estimates resulting from the 
ealculations required to be made by GAW, under ceiling price regulation No. 22, 
are that costs at both the Grasselli and Rensselaer plants have increased over 
the base period by an amount greater than the price increases which have occurred 
in the interim. Therefore, no price rollback is likely to be necessary on GAW 
products. 

DISCUSSION OF THE ELIMINATION OF LOSS PRODUCTS 


Mr. Franklin informed the committee of the continuing efforts of GDC and 
GAW to eliminate loss products from the line. He stated that a decision had 
been made to discontinue the entire line of Nigrosine colors, to be effective after 
the manufacture of terminal production quantities sufficient to supply our 
customers’ needs for approximately 6 months. This action will allow the in- 
stallation of metanilic acid production in the present Nigrosine building at 
Rensselaer and will eliminate the necessity for spending approximately $150,000 
for equipment changes which had been ordered by the New York State author- 
ities to improve working conditions in the manufacture of Nigrosines. 

There being no further business to come before the meeting, it was adjourned. 


Secretary. 

Mr. Fryre. I have two other corrections to make. I kept referring 
in my discussion this morning to a 50-percent interest in Verona by 
General Dyestuff. I was in error on that. General Dyestuff had 49 
percent of the stock and Mr. Halbach and his associates had 51 percent. 

That was another reason that we were reluctant to remain in that 
position of having a large investment. The stock cost General Dye- 
stuff originally $100 a share and was sold at $285. So the directors 
and management thought it was good business to sell it. 

The other thing is that in calculating my expenses awhile ago I 
should have stated the average for 6 years is $13,000 instead of $10,000. 

Here are the minutes I referred to, sir, the report on the status of 
negotiations for the sale of Verona Chemical. 

On this second set is confirmation of the completion of the sale, 
following the board meeting, the minutes with respect to those if you 
would like to have them. 

Mr. Naren. We will return those to you after the reporter has taken 
them for inclusion in the record if that is satisfactory. 

Mr. Frye. These are not the original minutes; they are copies. 
Keep them if you like. 

Senator Dirksen. Very well, we can submit them for the record. 

(The minutes referred to follow :) 


MINUTES OF REGULAR MEETING OF BOARD OF DIRECTORS OF GENERAL DYESTUFF 
Corp. Hetp at 435 Hupson Street, New York, N. Y., JUNE 7, 1951, 10 a. m. 


The following directors were present : Messrs. Norman H. Biltz, John 8S. Bugas, 
J. ©. Franklin, Donald O. Lincoln, Harold C. Paull, Jouett Shouse, A. C. Spurr, 
Cary R. Wagner; constituting a quorum. 

Absent: Messrs. Jack Frye, John D. Small. 

Also present were: Messrs. Harold I. Baynton, Director, Office of Alien Prop- 
erty; Lewis Rubin, Chief, Business Management and Liquidation Branch, Office 
of Alien Property. 

Mr. Franklin presided and Mr. J. E. Harrington acted as secretary. 


APPROVAL OF MINUTES OF PREVIOUS MEETING 


Mr. Franklin requested that the minutes of the May 3, 1951, board meeting 
show the addition of the name of Mr. A. E. Hendershot to the proxy approved 
for the General Land & Improvement Co. annual stockholders’ meeting. 
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Upon motion by Mr. Shouse, seconded by Mr. Spurr, this amendment was 
unanimously approved. 

Upon motion by Mr. Shouse, seconded by Mr. Spurr, it was unanimously 

Resolved, That the minutes of the meeting of the board of directors of this 
corporation, held on May 3, 1951, as amended at this meeting, be, and they hereby 
are, in all respects approved. 


REPORT ON BUSINESS CONDITIONS 


Mr. Franklin informed the board that sales during May were 14 percent in 
excess of those of April, and that sales for the first 5 months of 1951 were 23 
percent in excess of those for the similar period in 1950. It was stated that the 
high demand continues for war vat colors, while the demand for commercial 
products is still disappointingly low. It is estimated that the month of July 
will see a continuation of these conditions, with some recovery expected during 
the month of August and very good demand for the balance of the year. 

Mr. Franklin stated that our supplies of vat colors continue to be critically 
short being restricted to 72 percent of plant capacity due to shortages of materials, 
particularly phthalic anhydride and sulfuric acid, and that we are losing position 
to our competitors who are better supplied with raw materials. 

Due to the softening demand for commercial colors, the dyestuffs inventory 
rose during May by 700,000 pounds to a total of 7,200,000 pounds. 

In nondyestuffs the demand for Igepal continues to exceed the supply. The 
needed quantities of ethylene oxide are still unobtainable. Generally, other sur 
factants are in a much better position, and the expected increase in orders for 
carbonyl iron powders has not yet materialized. 

In responce to a question by Mr. Paull, Mr. Franklin stated that the Procter & 
Gamble promotion of Joy had resulted in serious effect on the sale of Glim by 
B. T. Babbitt, Inc. We are continuing our efforts to improve the odor and foam 
stability of Glim and are working with Colgate and Lever Bros. to supply them 
with a liquid dishwashing detergent. 


PRESENTATION OF FINANCIAL AND OPERATING REPORTS 


Projected profit and loss statements, together with statements of securities held 
and bank balances, were presented and discussed. Copies of those reports are 
attached to these minutes. 

Mr. Franklin called attention to the fact that the raw material supply situa- 
tion will undoubtedly result in our failure to realize the total sales of $78 million 
which were budgeted for the year 1951. Present estimate of the total sales vol- 
ume for the year is $67 million. 


APPROVAL OF MINUTES OF EXECUTIVE COMMITTEE MEETING 


Upon motion by Mr. Spurr, seconded by Mr. Biltz, it was unanimously 

Resolved, That the actions of the executive committee of the board of directors, 
as set forth in the minutes of the committee’s meeting of May 22, 1951, be, and 
they hereby are, approved. 

A copy of the minutes of the executive committee meeting of May 22, 1951, is 
attached to and made a part of these minutes. 


APPROVAL OF POSTPONEMENT OF JULY BOARD MEETING 


Mr. Franklin presented the proposal, which was made at the May 3 board 
meeting, for postponement of the July 5 meeting until July 19. 

Upon motion by Dr. Wagner, seconded by Mr. Shouse, this proposal was 
unanimously approved. 


REPORT ON STATUS OF NEGOTIATIONS FOR THE SALE OF VERONA CHEMICAL CO. STOCK 


Mr. Franklin made a report on the Verona board of directors’ meeting, held on 
May 29,1951. Verona’s sales for the year to date are 25 percent in excess of those 
of 1950. No improvement is evident in earnings, which are currently estimated 
at 3.2 percent, on sales. The demand for caffeine and fur dyes, both of which are 
said to be good profit items, continues to be subnormal. 

Mr. Lincoln informed the board that the interest of Maywood Chemical Co. 
in acquiring Verona’s business had come to the attention of the Office of Alien 
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Property. After a detailed investigation, however, Maywood are no longer inter- 
ested, and have stated informally that, in their opinion, Verona’s stock is worth 
approximately $120 per share. Mr. Lincoldt further stated that our files contain 
copies of letters from two Newark banks, to Mr. Halbach, in which the Verona 
stock is valued for loan purposes at $100 and $120 per share. In addition, the 
American Appraisal Co., at Mr. Halbach’s request, investigated the value of the 
Verona stock and reported to him, on May 18, 1951, that, in their opinion, the value 
of 51 percent of Verona stock was $275 per share and that the value of 49 percent 
of Verona stock was $250 per share. Mr. Lincoln then stated that Mr. Halbach 
had renewed his offer of $285 per share, to be effective until June 12, 1951, after 
which it would be permanently withdrawn. There followed a general discus 
sion during which the long and earnest efforts of the management and the board 
of directors over a period of a year to resolve this problem were reviewed. It 
was the consensus of the members that in view of the various evaluations of 
Verona stock which had come to the attention of the board, and in view of our 
experience in negotiating this question with Mr. Halbach, there was no likeli- 
hood of success in any further efforts to obtain a higher offer from him. There- 
fore, upon motion by Mr. Spurr, seconded by Dr. Wagner, it was unanimously 

Resolved, That the officers be, and they hereby are, authorized and directed 
to accept the offer of Mr. BE. K. Halbach to purchase 1,240 shares of Verona 
Chemical Co. stock, held by this corporation, for $285 per share, in cash sub- 
ject to the approval of the Director, Office of Alien Property, and to take all 
necessary action to complete this transaction. 

At this point Mr. Baynton stated that the sale of GDC’s Verona stock to Mr, 
Halbach, at $285 per share, has the approval of the Office of Alien Property. 


DISCUSSION OF PROGRAM FOR ELIMINATION OF LOSS PRODUCTS 


Referring to the minutes of the executive committee meeting of May 28, 1951, 
at which time this subject was deferred due to the absence of Mr. Paull, who 
had originally raised the question of loss products, Mr. Franklin outlined in 
ceneral the efforts of the management, during the past year, to collaborate with 
the GAW management in the elimination of loss products. He stated that since 
December 31, 1948, 293 products had been eliminated from the line and that a 
substantial number of price increases, to eliminate losses, had been made dur- 
ing the same period. A general discussion followed concerning the problem 
of replacing loss products with profitable items in order that unabsorbed manu- 
facturing overhead shall not increase the burden on the currently profitable line 
and in order that maximum profitable utilization of manufacturing capacity 
can be realized. The board expressed satisfaction with the continuing efforts 
of the managements of GDC and GAW in this direction and agreed to continue 
consideration of this subject at subsequent meetings. 


APPROVAL OF REPLACEMENT OF MR. CARL MUELLER AS CASHIER 


Upon motion by Mr. Bugas, seconded by Mr. Shouse, it was unanimously— 

Resolved, That, effective July 1, 1951, Mr. J. W. Dees be, and he hereby is, 
appointed cashier of this corporation to replace Mr. Carl Mueller who will 
retire on that date. 


\UTHORIZATION FOR THE USE OF FACSIMILE SIGNATURES ON PAYROLL CHECKS AND 
CONSOLIDATION OF PAYROLL BANK ACCOUNTS 


Mr. Franklin outlined the work which had been proceeding since January 1 
cn the reorganization of the personnel and payroll functions in order to provide 
necessary personnel records and to improve the control of disbursements by the 
payroll department. The procedure which will be used for the authorization, 
check preparation, and distribution of the payroll was described and was stated 
to contain satisfactory elements of fraud prevention. At the request of the 
management and, upon motion by Mr. Spurr, seconded by Mr. Bugas, it was— 

Pesolved, That the officers be, and they hereby are, authorized to use facsimile 
signatures on all payroll checks; and further 

Resolved, That the officers be, and they hereby are, authorized to consolidate 
all present payroll bank accounts in the present “P” account in National City 
Bank of New York which presently requires the signature of only one of the 
persons authorized to sign checks of this corporation. 
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APPROVAL OF SALE OF 53 SHARES OF DEXTER MILLS, INC., CLASS B COMMON STOCK 


Mr. Franklin stated that GDC’s holdings ef 53 shares of Dexter Mills, Inc., 

iss B common stock were acquired in satisfaction of a claim of $530 against 
Collingbourne Mills, Elgin, Ill., in 1940. He stated that an offer of $10 per 
share, equaling the amount of our original Claim, had been received. Upon 
motion by Mr. Bugas, seconded by Mr. Spurr, it was unanimously 

Resolwed, That the officers be, and they hereby are, authorized to sell 53 
shares of Dexter Mills, Inc., class B common stock, held by this corporation, 
or $10 per share and to take all necessary action to complete this transaction. 


APPROVAL OF RENEWAL OF AGREEMENT WITH HARDY & BLADEK, INC, 


The Board advised that the agreement covering the services of Hardy & 
Bladek, Inc., labor relations counselors, expires on June 19, 1951, and is recom- 
mended to be renewed for another year at a cost of $2,000. After discussion, 

nd upon motion by Mr. Shouse, seconded by Mr. Spurr, it was 

Resolwed, That the officers be, and they hereby are, authorized to execute a 

newal, for 1 year, of the agreement between this corporation and Hardy & 
Bladek, Inc., which expires on June 19, 1951, and to take all necessary action 
to execute and deliver said renewal. 


APPROVAL FOR CLOSING “SPECIAL” BANK ACCOUNT IN NATIONAL CITY BANK 
OF NEW YORK 


Mr. Franklin explained that the “special” account in National City Bank of 
New York was opened in 1935 and had been used exclusively by Mr. Halbach for 
the payment of incentive bonuses. The use of this account has been discon 
tinued, incentive bonus payments being made through the regular payroll 
accounts, and the management requests authorization to close it. 

Upon motion by Mr. Shouse, seconded by Mr. Paull, it was 

Resolved, That the officers be, and they hereby are, authorized to close the 
“special” bank account in National City Bank of New York. 


DISCUSSION OF EXECUTIVE COMMITTEE MELTING DAIES 


Mr. Franklin requested that the board clarify the arrangement for regular 
meeting dates of the executive committee, stating that no definite arrangements 
had been communicated to the management. After discussion it was agreed 
that the executive committee shall meet on the second Thursday after each board 
meeting, with the exception of the June meeting which was agreed to be post- 
poned from June 21 until June 28, 


DISCUSSION OF SERVICES OF ROBERT HELLER & ASSOCIATES 


Mr. Paull, having been absent from the May 3, 1951, board meeting at which 
approval was given to employ the services of Robert Heller & Associates, asked 
Mr. Franklin to outline the subjects intended to be covered in the study. Mr. 
Franklin stated that the primary purpose in engaging this service was to obtain 
a recommendation for a plan of compensation for nondyestuff salesmen which 
will give effect to the dissimilarity between the sales problems of the Antara 
division and those of the Dyestuff division. Thereafter, he stated. it was 
intended that a review would be made of the Antara division policies and rela- 
tions with GAW’s research, manufacturing, and product development activities 
with respect to the long-range expansion of the nondyestuff business. 

In the discussion which followed, the board emphasized its interest in receiv- 
ing reports on the progress of this work at each meeting. 

There being no further business to come before the meeting, it was adjourned. 


Secretary. 
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GENERAL DYESTUFF CORP. 


Comparative profit and loss statement projected to May 31, 1951 


{In thousands of dollars] 


Month of May January 1 to May 31 


1951 2 1951 | 1951 
1950 increase R increase 
total | (de- 1951 1950 (de- 

crease) | crease) 


Dyestuff; Antara | Total 


Net sales. ..~|$3, 920.0 |$1, 680.0 ($5, 600.0 
Less cost of sales... 3, 310.0 1, 470.0 4. 780.0 


thas 
| 
| 


1$3, 870.5 |$1, 729. 5 |$28,038.9 |$19,907.0 | $8, 131. ¢ 
eee) et 23, 950. 6 |16, 905. 5 7, 045. 


) 


Gross profit 610.0} 210.0} 820.0] 587.9| 2321 | 4,088.3] 3,001.5| 1,086.5 
Less operating expenses 500. 0 160. 0 660. 0 | 548. 9 111.1 | 3,279.2 | 2,671.5 607.7 


Net operating profit 110.0 50.0 | 160. 0 39. 0 121.0 809. 1 330.0 
Add other income, net 5.0 2.0 7.0 "3.6 | 3.4) 380] 33.2 | 
Net income before | " 
Federal taxes 115.0 52.0 167.0 £ 124.4 | 847.1 363. 2 
Less Federal income and 


excess profit taxes 103. 0 9, 2 83. § 523.3 | 163.5 


Retained income 64. 0 23 .6 323. 8 199, 7 


1 See the following table: 
GDC sales 
GAW sales (now handled by GDC) 


Total 


Cash—Securities 


June 6, 1951 


Cash in banks ‘ ; a a | $1, 658, 866. 17 


United States securities (at cost): | 
Defense bonds, series G 4 125, 000. 00 125, 000. 00 
Tax series D bonds : : 5 500, 000. 00 100, 000. 0 


Total ‘ wk f 225, 000. 00 


Bank balances June 6, 1951 


American Security & Trust Co., Washington, D. C : $25, 000. 00) 
Bankers Trust Co. of New York 35, 283. 75 
Chase National Bank of New York 30, 178. 57 
Chemical Bank & Trust Co. of New York 165, 956. 93 
Irving Trust Co. of New York 118, 222. 54 
Manufacturers Trust Co., New York 809, 034. 10 
National City Bank of New York 283, 962. 30 
American Trust Co., San Francisco 28, 216. 84 
Bank of America, San Francisco 8, 738. 57 
Commercial National Bank, Charlotte 403, 922. 73 
Continental Illinois National Bank & Trust Co., Chicago 155, 279. 35 
First National Bank, Boston__--_____ ‘ ; 100, 070. 49 


y | Ee ™ . 1, 658, 866. 17 
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MINUTES OF THE MEETING OF THE EXECUTIVE COMMITTEE OF THE BOARD OF DIRECTORS 
or GENERAL DYEsTUFF Corp. HELD AT 230 PAkK AVENUE, New York, N. Y., May 
22, 1951, 10 A. M. 


Those present were: Messrs. J. C. Franklin, Donald O. Lincoln, Jouett Shouse ; 
constituting the majority of the members of the committee. 

Absent: Messrs. Jack Frye, Harold ©, Paull, A. C. Spurr. 

Present by invitation: Mr. Carter L. Burgess. 

Mr. Franklin presided and acted as secretary. 


REPORT ON BUSINESS CONDITIONS 


Mr. Franklin briefly described business conditions and stated that the com- 
pany’s sales to the middle of the month of May were running at a rate 13 percent 
higher than April 1951, and 45 percent higher than May 1950. He stated that 
demand for products for civilian use was down and that this was offset by 
continued high demand for defense materials, and indicated that lack of raw 
materials prevented higher sales. 


DISCUSSION OF LOSS PRODUCTS 


Mr. Franklin presented to the meeting statistics relating to GDC’s sale of 
products which represent losses to GAW. After some discussion of this subject, 
Mr. Shouse suggested that, in view of the absence of Mr. Paull who had inquired 
concerning these products, the subject be held for the next meeting of the board 
if directors. 


DISCUSSION OF CURRENT NEGOTIATIONS ON VERONA CHEMICAL CO. STOCK 


Mr. Franklin presented a letter from Mr. E. K. Halbach, dated May 18, 1951, 
in which Mr. Halbach renewed his offer to purchase GDC’s stock in Verona at 
a price of $285 per share, the offer being good for a period of 1 week from the 
date of the letter. After discussion it was agreed that Mr. Lincoln should ad- 
vise the Office of Alien Property of Mr. Halbach’s offer and call attention to 
the time limit involved. It was further agreed that, in accordance with the 
resolution of the board of directors in its April 24 meeting relating to the sale 
of GDC’s Verona stock, the GDC management should accept Mr. Halbach’s 
offer or such higher figure as it might be able to negotiate, provided the OAP 
gives approval to this action. 

There being no further business, the meeting was adjourned. 


J. D. FRANKLIN, Secretary. 


Mr. Frye. I have in addition, sir, along the lines of the question you 
have asked, a list of the contractors who performed construction serv- 
ices for the company, involving all contractors, during a period from 
1947 to 1952, who received awards of over $100,000. 

There is no reason why, except for the difficulty of getting the in- 
formation together, we did not include all contractors from a dollar 
up, and we shall be glad to do that if you have any reason to want it. 
But I believe this is enough to show that we have used top-notch 
firms, that contracts, whenever it has been possible, have been let on 
competitive bidding. 

I have on top of this list of construction contracts, the amounts, 
the contractors who got the business, a letter from our former chief 
engineer who was in charge of construction. This gentleman has 
left us as chief engineer and is now in the consulting business. But 
I thought, because I had never had anything to do with these con- 
tracts, I would ask him for a letter as to what his experience had 
been, what influenced the letting of contracts, whether there had been 
any suggestions from management or anyone else that anyone be 
favored in the letting of contracts. 
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Here is his letter: 


MarcH 16, 1953. 
To: Mr. Jack Frye 
From: David E. Pierce 
Subject: Construction contracts. 

During the period 1947-52, I served as chief engineer of GAF and as chief 
engineer of GAW division. This was a staff position in which I correlated the 
work of the various engineering departments in the plants and the central re- 
search laboratory of the corporation. All major contracts for construction by 
outside contractors were made with my advice and approval. The actual 
signing of contracts was done in each case by an officer of the corporation after 
contracts had been worked out in detail by the plant engineering departments 
and had been checked and approved by the legal department of the corporation. 

When possible, selection of contractors was by competitive bids for lump 
sum, with or without escalation clauses on labor and materials. When this type 
of contract could not be made, a contractor was selected to do the work on the 
basis of fixed fee plus actual cost. In the latter case, I discussed possible 
contractors with Mr. George W. Burpee, former president of GAF and a con- 
sulting engineer of wide experience and high standing in the profession. Mr. 
Burpee suggested well-known firms and I recommended the firm which appeared 
to be best suited for the job on the basis of past performance, availability of 
personnel to proceed with the work, and a fee consistent with current practice. 
The final selection was made after careful check with outside sources and with 
approval of the executive committee and board of directors. 

In no case was any influence exerted on me by anyone within the corporation 
or outside of it to recommend any particular firm or individual to receive a 
contract for any reason other than for the best interest of the corporation. In 
the past few years, upon the advice of the legal department, performance bonds 
have been required from contractors, even on lump-sum bids. All contracts 
have been completed to the satisfaction of the plant engineering departments 
and in accordance with what I consider good engineering practice. 

Submitted herewith is a list of the major contracts (over $100,000) made dur- 
ing the period 1947-52. Brief comments are given on each job. The total 


capital cost of each project includes work done by GAF itself and by many 
small contractors so that it is usually much larger than the payments shown 
to major contractors. 


Davip E. PIERCE. 
Attachment. 


MasOr Construction ContTracrs—1947-52 
ANSCO DIVISION 


Authorization No. AFE B-2100—Capital cost, $5,171,000 
Brick, steel, and conerete building No. 102 (3-story, part 5-story) for 
manufacture of film base and coated film (black and white and color). 
Contractors receiving over $100,000: 

1. Merritt-Chapman & Scott Corp., $181,400 
New York City 
Low bidder for lump sum contract. 
Foundations for building. 

2. Vincent J, Smith, Inc., $1,170,000 
Binghampton, N. Y. 
Low bidder for lump sum contract. 
General construction and finishing of building. 

. August Arace & Sons, Inc., $890,300. 
Elizabeth, N. J. 
Low bidder for lump sum contract. 
Heating, ventilation and air conditioning of building. 

. Vanderlind Electric Corp., $207,200 
Rochester, N. Y. 
Low bidder on lump sum contract. 
Electrical installations. 

5. Ryan Plumbing & Heating Co., Inc., $210,200 
Watertown, N. Y. 
Low bidder on lump sum contract. 
Process air conditioning. 
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Authorization No. AFE B-2565—Capital cost, $413,000 
One-story brick and reinforced concrete building No. H8 for warehouse, 
office, and processing laboratory at Union, N. J. 
Contractor: B. J. Lucarelli & Co., Ine., $809,900 
Jersey City, N. J. 
Low bidder on lump sum contract. 
General construction and mechanical work. 
Authorization No. AFE 2949—Capital cost, $370,000 
Brick and reinforced concrete building No. 104 (two stories and mezza 
nine) for manufacture of “dope” for film production. Contractor: F. W. 
O’Connell, Inc., $101,000 
Binghamton, N. Y. 
Low bidder on lump sum contract. 
General construction and finishing. 


GENERAL ANILINE WORKS DIVISION—GRASSELLI, N. J., PLANT 


Authorization No. AFE G-88—Capital cost, $329,900 
Salt water pumping station on Arthur Kill. Contractor: Frederick Snare 
Corp., $133,000 
New York City 
Low bidder on lump sum contract. 
Piling and building construction. 
Authorization No. AFE G-—209—Capital cost, $763,700 
Pilot plant, two-story steel brick and reinforced concrete. Contractor: 
Wilhelms Construction Co., $202,200 
Low bidder on lump sum contract with escalation clause. 
General construction and finishing. 
Authorization No. AFE G-328—Capital cost, $2,122,000 
Brick manufacturing building extension of building No. 52, 3-story steel, 
brick and reinforced concrete, for production of vat colors. Contractor: 
United Engineers & Constructors, Inc., $493,000 
New York City 
Fixed fee plus actual cost. 
Authorization No. AFE G—555, and G-704—Capital cost, $974,000 
4-story extension of building No. 36, brick, steel, and reinforced concrete, 
for manufacture of detergents. Only major contractor was: Deakman- 
Wells Co., Inc., $192,701 
Jersey City, N. J. 
Low bidder on lump sum contract with escalation clause. 
General building construction. 
Authorization No. AFE G-—757—Capital cost, $426,900 
2-story extension of Welfare Building No. 101, brick and reinforced con- 
crete. Contractor: Wilhelms Construction Co., $325,000 
Elizabeth, N. J. 
Fixed fee plus actual cost. 
General building construction and finishing. 


GENERAL ANILINE WORKS DIVISION RENSSELAER, N. Y., PLANT 


Authorization No. AFH R-6245—Capital cost, $1,212,500: 
Brick, steel, and concrete building No. 93 (2 stories, part 3 stories) for 
drying plant products. Coutractor: F. H. McGraw & Co., $782,700. 
New York City. 
Fixed fee plus actual cost. 
General construction and finishing. 
Authorization No. AFE 4-6254—Capital cost, $2,897,600: 
3-story (part 4-story) building No. 8&7, brick, steel and concrete, for manu- 
facture of intermediates. Contractor: F. H. McGraw & Co., $1,333,100. 
New York City. 
Fixed fee plus actual cost. 
General construction and finishing. 
Authorization No. AFE R-6293—Capital cost, $1,073,800: 
Extension of boiler house and facilities, cinder block, steel, and concrete. 
Contractor: F. H. McGraw & Co., $177,550. 
New York City. 
Basis, cost plus. 
General construction and finishing. 
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CENTRAL RESEARCH LABORATORY 


Authorization No. AFE E-605 and E-444—Capital cost, $385,600: 
Two Quonset-type metal buildings for use as high-pressure laboratory 
and preparations laboratory. Contractor: E. C, Machin, $312,900. 
Allentown, Pa. 
Low bidder for lump-sum contract. 
General construction and finishing. 

Senator Dimxsen. I was going to ask one other question with re- 
lation to the size of your whole force: How many of those are office 
employees, or are they not included in these tabulations for your vari- 
ous plants. Your principal office is in New York? 

Mr. Fryer. Yes, sir. We have companywide figures in different 
categories to the staff. 

Senator Dirksen. If you do not have them, you can just submit 
the figure for the record. 

Mr. Frye. You want the number of people who do office work versus 
production work, and so on? 

Senator Dirksen. Yes. 

Mr. Frye. We will have to break that down for you, sir; we shall 
be glad to do that to give you the different categories. 

Senator Dirxsen. Then I have one other question. Are any of 
your operations of such a nature that they require security checks in 
any of the plants ¢ 

Mr. Frye. Yes, sir. 

Senator Dirksen. I am thinking particularly of things that might 
be manufactured for Government account. 

Mr. Frye. Yes, sir; we have quite a number of people that are 
checked for security and given security clearances. Of course, some 
of our technical people have to go into various security installations. 

Senator Dmxsen. That matter, I suppose, is rather carefully taken 
care of ? 

Mr. Frye. I am confident that that is; yes, sir. I do not know of 
any difficulties or questions that we have had along that line that have 
not been satisfactorily handled. 

Mr. Narrn. Does GAF or GDC own any property in Chicago, a 
building ? 

Mr. Fryer. Yes. The Ansco division. Of course, the corporation 
owns the building in which the Ansco division operates. 

Mr. Nairn. Is there located in this building a night club called the 
Chez Vous? 

Mr. Fyre. No. There is one called the Chez Paree. 

Mr. Nairn. Have any attempts been made by the company to remove 
that club from the building? 

Mr. Fryer. I will try to quote from memory more or less as to what 
has happened in connection with that. There is nothing in recent 
years, or if it has been along that line in recent years that I know of. 
At least, when I first came with the company there was dissatisfaction 
on the part of the Ansco management with the operation of Chez Paree 
in the building. They wanted to get them out just on the general 
grounds that it was not good for the company to own a building with 
a night club in it. 

I think I heard something about that there had been gambling in 
there at one time in that building. 
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\s I understand it, the Chez Paree people operated there before 
ind were installed there before the company ever bought the building. 
lhe Ansco division was dissatisfied with the rentals paid by Chez 
Paree. There had been several renewals of the lease since that time 
ind I believe in each case we have substantially upped the rentals 

iid until, so far as I know, the division is satisfied with the situation 

Ww. 

They do not actually need the Chez Paree space so far as I am in- 
formed, and they have an entirely separate entrance from our opera- 
tions, walls between the two parts of the building. 

Mr. Narrn. Did this controversy arise during your presidency of 
Ge neral Aniline, the controversy over getting these people out of that 

ilding ¢ 

“Mr. Frye. No; I do not think so. I think when I first came there 
| heard something about it, that there had been some controversy 
over it. 

Mr. Narrn. Did anyone in the Office of Alien Property ever request 
you to allow the club to remain as a tenant? 

Mr. Frye. I would say many people—apparently Chez Paree had 

lot of friends. I had bankers, mayors, many people all over the 
country call me and urge me to be generous or go easy in my treat- 
ment of Chez Paree. All I did was raise their rent about 50 percent 
every time the lease expired. 

Mr. Narn. Did they ever call anybody in the Office of Alien Prop- 
erty in regard to this? 

Mr. Fryer. Yes; not asking me themselves, but telling me they had 
had a lot of pressure put on them, but I never had anyone in the Office 

f Alien Property ask me to do anything. 

“Mr. Nairn. Who was this individual that had the pressure put on 
him ¢ 

Mr. Frye. Mr. Bazelon, who was from Chicago, and naturally, he 
told me he had many people calling him and urging him to do some- 
thing for Chez Paree. 

Senator Dirksen. They do pay their rent ? 

Mr. Frye. Yes, sir; they pay their rent. I don’t know of any com- 
plaints about that. 

Senator Henninos. It is substantial, and you keep raising it? 

Mr. Frye. Yes, sir. 

Senator Henninos. Has counsel any other suggestion as to what 
should be done with this space ? 

Mr. Nairn. Not at all. 

Mr. Fryer. The space actually is not very applicable to any other 
kind of business. It was built in there at large expense for this night 
club business, restaurant, bar, and so forth, and it would be terrifically 
costly to convert it to office space or laboratory space, warehouse space, 
or anything of that sort. 

Mr. Nairn. In order to extricate myself from the situation, I might 
po out that we were told that the film which was stored in this 
building was of considerable value, that the management of the 
Ansco division felt that the fire hazard which had arisen by reason 
of the Chez Paree or the Chez Vous being in the building was con- 
siderable, and that in his considered opinion, they should have been 
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removed, and that, as has been brought out here, I believe in the ques- 
tions, Mr. Bazelon, who was then Director of the Office of Alien P rop 
erty, through his Chicago connections, as you have indicated, may 
have had pressures brought to bear upon him to overrule the con. 
sidered auien of the corporation in this matter. That was my 
intention, to show that such pressures could be made to bear upon 
them, and apparently there were, in this situation. 

Senator Dirksen. Mr. Frye, in that connection, I should like to 
ask this question : 

In your regional offices over the country where you do have film 
storage, I presume you make special provision for that for purposes of 
not only safety, but they have to be kept in air-conditioned vaults? 

Mr. Fre. Yes, sir; generally it is air- -conditioned, and where there 
7 any material that is inflammable, there is special fire-protection 
facilities built in or installed for the purpose of protecting that stor 
age. Ido not think actually there is much validity to what has been 
heard here, certainly not so far as the Office of Alien Property putting 
any pressure on me to do anything about it. Mr. Bazelon said he had 
had great pressure put on him by large numbers of people. As I say, 
I had lots of people, too, customers, bankers, I guess customers of Chez 
Paree and all kinds of people dropped me notes and said, “My old 
friend so-and-so, somebody in Chez Paree, asked me if I knew you and 
asked me if I would not try to get the rent lowered.” 

Mr. Hayes. Is there anything of record of any board of directors 
action indicating that the board thought they should get that outfit out 
of the building there? 

Mr. Fryer. I am sure there is not, not so far as I know. 

Mr. Gibbons said in most cases the board approved renewals of the 
lease but there is no other rn of that kind that I know of. 

Mr. Hayes. Is there any other facility for the building, so far as 
Ansco is concerned, other than storage of film, at all? 

Mr. Frye. Oh, yes; we have offices and laboratories for processing 
film, and our whole Ansco operation in that building. The building 
faces on two streets. 

On one side is the Ansco entrance in front of the building. Clear 
around the other corner on the side street down at the opposite end 
is Chez Paree’s entrance. They don’t appear normally to be in the 
same building. 

Mr. Hayes. It is on the North Side, in Chicago? 

Mr. Frye. Yes, sir. 

Senator Dirksen. The hearing will adjourn until March 31, and 
we hope to be in the caucus room, No. 318, unless all signs fail. 

(Whereupon, at 4:10 p. m., the committee recessed until 10 a. m., 
Tuesday, March 31, 1953.) 

(The material previously referred to in the hearings is as follows:) 
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ie Resolved... 
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BE IT RESOLVED by the Board of Directors of General 
Aniline & Film Corporation in regular monthly meeting 


assembled this 5th day of August, 1948, (a) that the fore- 
going statement, representing the considered opinion 0 
individual members of the Board of Directors present, 

be adopted by the Board of Directors as its official state- 
ment and (b) that 4 copy thereof be forwarded to the Attorney 
General of the United States as the governmental authority 
responsible for the continuing operation and success of this 


Company: 
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WEDNESDAY, APRIL 1, 1953 


Unirep States SENATE, 
SUBCOMMITTEE ON THE TRADING With THE Enemy Act 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met at 2 p. m., pursuant to call, in room 424 of the 
Senate Office Building, Senator Everett M. Dirksen (chairman of the 
subcommittee) presiding. 

Present : Senators Langer (chairman of the full committee), Dirk- 
sen, and McCarran. 

Also present : Edward A. Hayes, chief counsel to the subcommittee ; 
John W. Nairn, counsel to the subcommittee; and William A. Kolar 
and Robert H. Hagan, investigators. 

Senator Dirksen. The committee will resume. 

Mr. Schwartz, I wonder if you would come up first and occupy the 
chair over here closest to the reporter. 

Mr. Schwartz, let me swear you first, if you will ? 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you God ? 

Mr. Scuwartz. I do. 


TESTIMONY OF DAVID SCHWARTZ, ATTORNEY, LITIGATION 
BRANCH, OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 
(ACCOMPANIED BY JULIUS SCHLEZINGER, CHIEF, LEGAL AND 
LEGISLATIVE SECTION, OFFICE OF THE DIRECTOR, OFFICE OF 
ALIEN PROPERTY, DEPARTMENT OF JUSTICE) 


Senator Dirksen. I hope, Mr. Schwartz, we can keep this on the 
brief side, in the hope that maybe, if we run the session out pretty 
well this afternoon, we can get over the ground that we have laid out. 

I = you have a statement, but doubtless you can testify from 


knowledge and highlight for us the things that we think ought to be 
in the record for the information of the committee. 

First of all, I wonder if you would give your full name to the 
reporter ¢ 

Mr. Scuwartz. David Schwartz. I am an attorney in the Litiga- 
tion Branch of the Office of Alien Property in the Department of 
Justice. 

Senator Dirksen. How long have you been with the Alien Property 
Office ¢ 
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Mr. Scuwartz. With Alien Property particularly since October 
1945, but I was in the Department of Justice before that time and so, 
In a sense, returned to it. 

Senator Dirksen. So you have been with Alien Property since 1945? 

Mr. Scuwartz. Yes, sir. 

Senator Dirksen. Roughly about 8 years. 

Mr. Scuwartz. Almost ; seven and a quarter. 

Senator Dirksen. Did yo have other Government service before 
that time ’ 

Mr. Scuwartz. Yes, sir, in the Department of Justice. 

Senator Dirksen. Other than that ? 

Mr. Scuwarrtz. I was a law clerk to a Supreme Court judge. 
worked for the State Department. 

Senator Dirksen. Which judge? 

Mr. Scuwarrz. Justice Reed, sir. 

I worked for the State Department and FEA in foreign relief 
matters, and I went abroad for UNRRA on foreign relief work, legal 
work. 

Senator Dirksen. First, with respect to all the properties we have 
other than General Aniline and Film, have you handled any of the 
litigation work in connection with those? I am thinking, for instance, 
of companies like Leibernecht—I think that is it—and some others 
where 9 (a) suits have been filed ? 

Mr. Scuwartz. No, sir. I have done work on other cases than 
General Aniline & Film, but not many. I have done a lot of appeals 
work which has ranged over the field. I have done work in the group 
of suits related to General Aniline & Film, suits for damages, the 
Halbach GDC case, and miscellaneous cases involving special prob 
lems, interventions in cases where the constitutionality of the act is 
brought in question, and the judge certifies it to the Attorney General 
for intervention. But I have participated in hardly any, I think, of 
these cases involving other properties. 

Senator Dirksen. The only reason for that question, Mr. Schwartz, 
was to get a rather general picture of what our difficulties might be on 
section 9 (a) so far as remedial legislation is concerned, and whether 
or not they offer any particularly ‘knotty problems that could not be 
encompassed either by compromise or by legislation. 

My assumption, from all the testimony we have had thus far, is 
that in the other cases the problems and the issues in controversy are 
not too complicated, and that very possibly those we could get disposed 
of without too long a lapse of time. Would that be your idea? 

Mr. Scuwartz. That is my general impression. 

Senator Dirksen. Based on general knowledge ? 

Mr. Scuwarrz. But it is not based on much experience, because a 
litigation lawyer works only on the cases before him, and I have little 
experience outside of the cases I have worked on. 

Senator Dirksen. I thought that information ought to be before the 
committee when we get ready to sort of wrestle with this problem 
within the committee itself to see what we can do. 

You have given some special attention to General Aniline and 
General Dyestuff, I take it 

Mr. Scuwartz. Yes, sir. 

Senator Dirksen. You came into Alien Property in 1945, but as I 
recall, the vesting came in 1942. 
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Mr. Scuwarrz. Yes, sir. 

Senator Dirksen. So the information in that period between 1942 
and 1945 is known to you from your identity with the case and your 
examination of documents, and so forth ? 

Mr. Scuwartz. Yes, sir. 

Senator Drrksen. I wonder if you could not briefly give us a chron- 
ological picture of just what this matter is like, from the legal stand- 
point; the intervention of these suits, the Swiss interests, and what- 
ever else is involved, so that we have a pretty good picture. I know 
you could take hours to do it, but we have to be thinking about the 
time factor. So compress it, if you can. We will let you run without 
interruption for a little while, and then ask questions. 

So you start with the very first action that was taken by the Gov- 
ernment in this case. 

Mr. Scuwarrz. All right, sir. 

In 1942, and in a series of vesting orders issued thereafter, as more 
property was discovered, almost 97 percent of the stock in General 
Aniline & Film was vested by the Alien Property Custodian. He 
also vested, by this series of vesting orders, a very substantial amount 
of cash on deposit to the account of I. G. Chemie of Basle, Switzer- 
land, and on that stock he has received substantial amounts of cash 
as dividends. There is some $1,800,000 in cash involved, and some 
2 million of one class of GAF shares, and 400,000 of another class 
involved in this vesting. 

An administrative claim by I. G. Chemie was filed early, in, I think, 
about 1943, and refiled later when the regulations were changed 
slightly. That administrative claim was eventually denied by the 
Director of the Office of Alien Property. 

Thereafter, suit was brought by I. G. Chemie for the return of 
this property. The suit, of course, is under section 9 (a) of the Trad- 
ing With the Enemy Act. 

Senator DirxseN. What was the nature of that administrative 
claim that you just referred to? 

Mr. Scuwartz. Everybody who seeks the return of property which 
has been vested is entitled to file an administrative claim for a volun- 
tary return. That may go to hearing, it may not. It may be denied. 
| am not terribly familiar with the claims procedure. That is not 
my field. But I do know that the claim filed by I. G. Chemie was 
denied by the Director. 

Senator Dirksen. Was there a hearing? 

Mr. Scuwartz. No, sir. The claim was denied as contrary to the 
national interest. 

Thereafter, suit was brought by I. G. Chemie. It was filed in 
October 1948. It has thus been pending for four and almost a half 
ye irs. 

Senator Dirksen. Where was that filed ? 

Mr. Scxtwarrz. In the District Court for the District of Columbia, 
according to the statute, because I. G. Chemie has no residence in the 
United States. So it may and it did file in that court. 

That suit—and I am trying to be as brief as I can, and you will 
hurry me if you wish, sir-—that suit can be roughly divided into two 
halves for purposes of a bird’s-eye view. There is the controversy 

41389—54—pt. 142 





652 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


between the plaintiff, Chemie, and the defendant, the Attorney Gen 
eral, you might say on the merits, on the question of whether Chemie 
is an enemy and on the question of whether Chemie is the owner of 
that property. The other half is the matter of third persons who 
have intervened in the litigation. 

I will briefly state something about the first half, and then about 
the second, 

On the merits, the case has seen a very unusual succession of pre- 
trial proceedings with a view to discovery of facts and documents. 
There has been a running controversy in the courts almost from the 
first moment when the case was filed, over our right to take depositions 
of directors, over our right to see the plaintiff's documents, over the 
Swiss law which is said to prohibit us from seeing documents. It is 
a very large problem. The case is primarily a documentary one. 

Under a court order Chemie has inspected some 20,000 documents 
that we had collected as relevant. We got a court order that we, in 
turn, could inspect. all their documents and all the documents of a 
banking affiliate of Chemie’s, known as the Sturzenegger Co. 

When the time came for us to examine these papers, they were con- 
fiscated by the Swiss Government on the grounds that it would violate 
the Swiss secrecy law for us to see them. 

We have been in the courts a great deal about that. It has cul- 
minated in a very recent decision by Chief Judge Laws of the District 
Court of the District of Columbia. The chief judge has ruled that 
we have a right to defend the case in accordance with American prin- 
ciples of discovery, and that the foreign law with respect to secrecy 
may not prevail in this court. Therefore, he has ruled that he will 
dismiss Chemie’s complaint with prejudice on June 15 of this year 
unless in the meantime the papers are produced. 

That is a very brief summary of many, many proceedings on that 
side of the case. 

Senator Dirksen. I. G. Chemie that you refer to is the Swiss 
interest that is being asserted, is that correct ? 

Mr. Scuwartz. Yes, it is a holding company incorporated in 
Switzerland with its home in Basle, Switzerland, and its new name is 
Internationale Gesellschaft fur Industrie und Handelsbeterligungen. 
Before the war it was known as I. G. Chemie, and we prefer to call it 
by the name that it carried all during the war. 

Senator Dirksen. I suppose the prayer for relief in this case is 
restitution of the property, is that it / 

Mr. Scuwarrz. Exactly, sir; the return of this property on the 
ground that Chemie is not an enemy, not enemy-tainted, and is the 
owner of the property. 

We have denied both those allegations. We deny that Chemie is 
the owner of the property. We deny that Chemie is not an enemy. 
We have also pleaded that Chemie and I. G. Farben, ever since 
Chemie was incorporated in 1928, have been cloaking I. G. Farben 
property in many countries over Europe and elsewhere. 

Those will be the issues for ultimate decision if these papers are 
produced and the case continues. If Chemie is dismissed because the 
papers are not produced, that will bring sharply into focus the other 
side of the case, which is intervention by other persons. 

Senator Dirksen. One other question about the Swiss interest here: 
If the papers are not produced and Judge Laws enters a judgment in 
the case, it does not, of course, extinguish their right of appeal, I take it 
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Mr. Scuwarrz. That is right, sir. 

Senator Dirksen. It may be assumed, because of the nature of the 
case and the amounts that are involved, that it would go on to appeal, 
and that whatever the appeal time is, both to the Federal Circuit 
Court of Appeals and to the Supreme Court, it will mean a lot of time 
will go by before there is an ultimate adjudication of the matter. 

Mr. Scuwarrz. The amount of time that usually occurs or an 
appeal. It is not indefinite. 

Senator Dirksen. Either way it goes, it would be assumed that 
either the Government or the plaintiffs in this case would appeal ? 

Mr. Scuwartz. Only the plaintiff would have the right to appeal. 

Senator Dirksen. I see. The Government could not appeal ¢ 

Mr. Scuwarrz. No. The order in a sense cannot go against us. 
Che complaint is either dismissed or not. If it is not dismissed, we 
could not appeal. 

Senator Dirksen. Does that suit go to all of the stock, or to 90 
percent of the stock, or 98 percent? 

Mr. Scuwarrz. It goes to all of the stock for which I. G. Chemie is 
suing. 

Senator Dirksen. That is what percentage of the whole ? 

Mr. Scuwartz, That is about 94 percent of GAF. We vested about 
97, almost 98, percent. The remaining amount, between 94 and 97 
percent, was owned by people who have not sued us, who were plain, 
outright Germans, and, of course, they had no ground for suit. 

Senator Dirksen. Are those people who are resident here in the 

‘nited States? 

Mr. Scuwarrz. No; they would have been Germans. 

Senator Dirksen. I see. 

Does that account for all the balance of the stock that is involved ? 

Mr. Scawartrz. And there is still a further 2 to 3 percent which is 
owned by Americans who are resident in the United States, and very 
possibly some non-Americans, but that part was not involved in any 
vesting. 

Senator Dirksen. That is not involved anywhere along the line. 
They are still American stockholders of General Aniline and their 
rights are intact ? 

Mr. Schwartz. That is right. 

Senator Dirksen. That disposes, then, of the Aniline picture as 
such, in brief, does it not 4 

Mr. ScHwartz. Yes, sir. 

Senator Dirksen. Insofar as the 9 (a) litigation is concerned ¢ 

Mr. Scuwarrz. At least that part of it which is, you might say, the 

‘ase between the plaintiff and the Government. There is the other 
hi lf, which is interventions by minority stockholders in I. G. Chemie. 

Senator Dirksen. Tell us about that very briefly. 

Mr. Scuwartz. Yes, sir. 

You recall, sir, that I. G. Chemie is a Sw iss corporation, and it natu- 
rally had stoc kholders who had citizenship of many countries, some 
Allied, some German. We vested property which is claimed by I. G. 
Chemie, and we were proceeding with this lawsuit. Then stockholders 
in Chemie, who owned a small and perhaps a large number of shares, 
attempted to intervene in our case. Their theory was that they were 
certainly not enemies. They are Americans or whatever. Even if 
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Chemie were an enemy, they argued, they nevertheless had a right 
to a proportion of the assets vested from Chemie which would be equa! 
to their stockholdings in the corporation. Thus, if they owned 10 or 
15 or even 40 percent of the stock in the corporation, they felt that 
even if Chemie were an enemy, we should return to them that per- 
centage of the assets. 

We resisted this claim on legal grounds. We felt that a stockholder 
has no right in the assets of his corporation, and that if Chemie were 
an enemy, the stockholders were left without any remedy except what 
Congress might later give them. We were successful in the two courts 
below, but last April the Supreme Court reversed both courts. In a 
divided decision the Supreme Court held that nonenemy stockholders 
could intervene, and if they proved their individual nonenemy status, 
would be entitled to a proportion of the assets. 

Senator Dirksen. So in the case of that particular interest, they 
would be left whole if they proceeded against cash rather than against 
property or asserted a title claim, I suppose. 

Mr. Scuwarrz. We would think so. They differed. 

Senator Dirksen. Was that item passed on by the Supreme Court, 
or not? 

Mr. Scuwartz. I think not, and they think yes. 

Senator Dirksen. One other question here, and then I think Mr. 
Nairn has some questions. 

Has the Swiss Government taken account of all this and has it inter- 
vened or made any representations to our Government on this matter, 
or is this wholly a private undertaking ? 

Mr. Scnuwartz. It is private in the sense that these are parties to 
a lawsuit in the court, but the Swiss Government has taken an active 
interest in the matter publicly. There have been public statements 
which have shown that the Swiss Government has supported the claim 
of its national, I. G. Chemie. 

In one instance the Swiss Government sent a diplomatic note to the 
Department of State with a request that it be transmitted to the court, 
and it was so transmitted. That was on the question of the confisca- 
tion of papers. 

In other instances the Swiss Government has represented to the 
Department of State that this Government is obligated, under a cer- 
tain executive agreement, to return General Aniline to Chemie, and 
that executive agreement is called the Washington accord of May 1946. 
There is a difference of opinion between the Allies. The Allied 
position and the Swiss position are at variance on that subject. 

The Allies and the Swiss have, you might say, agreed to disagree on 
the obligation to return GAF. 

Senator Dirksen. Has the State Department taken any action other 
than probably submitting the text of that agreement to the court for 
such interpretation as it might make in connection with this suit ? 

Mr. Scuwarrz. That agreement would not come before the court. 
The Swiss Government’s position is that it will have to go to an inter- 
national arbitration. 

The Cuarmman. When was the first litigation in this matter? 

Mr. Scuwartz. The suit was brought in October 1948, sir. 

The Cuarmman. If Judge Laws rules in favor of the Government 
and an appeal is taken, how many more years, in your opinion, will 
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elapse before you get a final decision on this matter, assuming all the 
appeals are taken by the plaintiff ? 

Mr. Scuwarrz. One can only make a guess on the duration of time 
involved in an appeal on such a question. A party can get to a court 
of appeals in several months, the time required to file the record and 
to file briefs. No one can estimate how long it takes any court to write 
a decision. No one can estimate whether the Supreme Court would 
take the case if the losing party petitioned for certiorari. 

The Cuairman. If the Supreme Court did decide to take juris- 
diction ¢ 

Mr. Scuwartz. I would say a year and a half to 2 years might see 
the end of an appeal, but that would only dispose of Chemie’s claim. 
he interveners, these minority stockholders, are still in the case, and 
it is terribly difficult to forecast how long it would take to dispose of 
their claims. 

The Cuarman. It might go 4 or 5 years, then? 

Mr. Scuwarrz. It cone ceivably could, sir. 

Senator Dirksen. You always have the possibility of a remanding 
order, too, so you start right back where you were before. So one can 
foresee at least a very considerable period of time when we would be 
nvolved in litigation in this matter. 

Mr. Scuwartz. Yes, sir. 

Senator Dirksen. Which would prevent a resolving of the hard 
core of the issue that is before us at this time. 

Now, Mr. Nairn. 

Mr. Narrn. Mr. Schwartz, you say you have studied the question 
of whether the Swiss-Allied accord is applicable to this case. Do you 
consider it applicable yourself ? 

Mr. Scuwartz. Not at all, but may I add that I do not mean that 
that is not the State Department’s position. It is the same position as 
the State Department takes, as a matter of public record. But I want 
to say that it is my position, because you know that on matters of law 
like this I can state only my personal opinion. 

Mr. Narn. Do you believe that the question could be arbitrated 
internationally ? 

Mr. Scuwartz. The Department of State has officially informed the 
Swiss Government that it would not consent to arbitration because 
the claim is so remote. The Swiss claim is just so far from any pos- 
sible reasonable decision under the accord that they could not agree 
to arbitrate. 

Mr. Nairn. Is there any legal possibility that the Government of 
the United States might be obligated to return the stock through an 
international court if there should be legislation in the meantime to 
settle this question here in the United States? 

Mr. Scuwartz. That raises a very remote question of international 
law, 7 which I am not at all expert, but for what it is worth, Mr. 
Nairn, I do not think that any legislation by the Congress could pos- 
sibly but fail to have its normal intended effect. 

Mr. Nairn. Thank you. That is all I have with respect to this one 
case, 

Mr. Hayes. As the counsel who has had charge of all this litigation 
over the last several years, have you formed any opinion as a lawyer 
as to a method which could be followed, a plan which could be con- 
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stitutionally enacted by the Congress of the United States which 
might get rid of this litigation ¢ 

Mr. Scuwartz. Yes. 

Mr. Hayes. Would you tell the committee what your ideas are 
along that line? 

Mr. Scuwarvz. For several years, sir, there have been recommenda- 
tions made for a statute which would permit the sale of such assets 
despite the pendency of a lawsuit. The basic thing—you know this, 
sir, but I will state it for the record—is that section 9 (a) of the Trading 
With the Enemy Act forbids the disposition of any assets which are 
involved in litigation, and only a change in the statute could permit 
disposition of these assets. 

There have been these recommendations for a change in the st a 
and I believe that the Congress could most constitutionally—I s 
‘‘most,” and I mean with very little doubt as to edmaticunietaliiee- 
enact an amendment to the statute which would permit in this case and 
in others in which the national interest required, the sale of the assets 
and the substitution in their place of cash; and then the giving to the 
plaintiff of just compensation if he were successful in his lawsuit. 

Mr. Hayes. Have you prepared and are you in position now to give 
the terminology to this committee which you think, changing the stat 
ute, would effect what you have just described ¢ 

Mr. Scuwarrz. I have had some ideas as to rough drafts. They 
have been worked on in the Office of Alien Property in the past. ] 
should prefer, however, if you do not mind, to postpone that so that 
the Office can have an opportunity to study the matter before present 
ing it. It is up to you, sir. 

Senator Dirksen. I think probably that should be done; and along 
with it, of course, the Attorney General would probably want to look 
at it rather carefully. 

Mr. Scuwartz. Certainly. 

Senator Dirksen. Because it does have the imprimatur of his De- 
partment on it, I would assume that he would want to look at it pretty 
carefully. 

Mr. Scuwartz. Anything that I say to you now is, naturally, my 
own personal opinion and could not be the opinion of the Attorney 
General on such a matter. 

The CHarrMan. Have you ever discussed it with the Attorney 
General ? 

Mr. Scuwartz. Not personally, sir, but we have discussed this prob- 
lem in our office with our own superiors, and I think they have dis 
cussed it with the Attorney General. 

The CuatrMan. Have you ever discussed it with Mr. McGranery ¢ 

Mr. Scuwartz. No, sir. 

The CuarrMaAn. You never talked to Mr. McGranery about it ¢ 

Mr. Scuwartz. No, sir. 

Senator Dirksen. Mr. Schlezinger ? 

Mr. Scu.ezincer. I was just going to say that we have forwarded to 
the committee views on legislation in a letter from Mr. Myron, to be 
incorporated as part of his testimony. Included is a memorandum 
containing the views of the Office on this subject. In preparing that 
memorandum, hie h I think was a memorandum of the Legal and 
Legislative Section, all of the persons interested in the subject in the 
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Office were consulted, including Mr. Schwartz, and I believe the views 
in there represent, generally speaking, the views of the Office. 

Senator Dirksen. Now, Mr. Schwartz, suppose we get to the other 
side of this picture. You have had some identity also, I take it, with 
General Dyestuff Corp., the sale subsidiary of General Aniline? 

Mr. Scuwartz. In terms of the litigation; yes, sir. 

Senator Dirksen. That is correct. Suppose you give us there, 
igain, the chronological ee starting with the vesting order. 

Mr. Scuwartz. There, sir, the Custodian vested—would you mind, 

ir, if I referred to some petaed briefs? Many of these facts are of 
record in our briefs in the case, and they are very convenient. 

Senator Dirksen. That is all right. 

Mr. Scuwartz. In June of 1942, the Custodian issued a vesting order 
in which he vested all of the outstanding stock in General Dyestuff 
Corp. The stock had been owned by a group of American citizens of 
whom the majority holder, owner, was Mr. Ernest K. Halbach, who 
was at that time president of the company. 

In January 1944, Mr. Halbach filed an administrative claim for 
the return of the shares vested from him. These amounted to 4,725 
shares. 

Senator Dirksen. What percent was that of the entire amount ? 

Mr. Scuwartrz. Over 50, sir. I do not know the exact percent. He 
then filed a complaint in court, and the Custodian answered this com- 
plaint and denied that he was the owner of the stock. 

I call the plaintiff Mr. Halbach. The plaintiff is actually two 
trustees of a trust which Mr. Halbach had created of his stock for the 
benefit of his children. There were a certain number of pretrial pro- 
ceedings. Depositions were taken in Canada, and some motions were 
made and decided. 

Then in January and early February—— 

Senator Dirksen. Where was that suit filed ? 

Mr. Scuwarrz. That was filed in the district of Mr. Halbach’s resi- 
dence, the District of New Jersey. As a matter of fact, the case is 
there pending today, but on a motion to reopen the case. 

In January 1945, there was a settlement of this case. Mr. Hal- 
vach, through his attorney, and the Department of Justice man in 
charge of such matters, agreed to a settlement, and the settlement was 
approved by all the people in the Government—Mr. Markham, who 
was then the Custodian, and Mr. Biddle, who was then the Attorney 
General. On Mr. Halbach’s side it was approved by himself and 
members of his family, and by the trustees. 

That settlement called for dismissal of the case and the payment to 
plaintiffs of $557,550, which was at the rate of $118 per share for each 
of the shares involved in the suit. The formal documents were signed, 
and the case, from the legal point of view, was thus at an end. 

As I mentioned, Senator, I came to the Department after that 
time, and my work was even che not in trial work, so I, of course, 
knew very little of this except as m: iny years later | got into the GAF 
case and learned about GDC very incidentally. 

In January 1950, 6 years after the settlement of the Halbach case, 
Mr. Halbach filed a motion in the District Court in New Jersey to 
reopen the settleukeet on 2 main grounds. The first was that he had 
been coerced into the settlement or that duress had been exercised 
upon him, and that in general the Government had misconducted 
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itself in this settlement. Second, that as a matter of law the Attorney 
General and Custodian had no authority to make such a settlement. 

This motion was made on affidavits. We were not satisfied with the 
affidavits. They didn’t give us the details we thought necessary. 
We moved to take testimony, and we did. We took the testimony of 
Mr. Leo Crowley, who had signed an affidavit which was attached to 
Mr. Halbach’s motion. We also took the testimony of Mr. Stoddard 
M. Stevens, Jr., who is an attorney in New York City. Mr. Stevens 
is a member of the firm of Sullivan & Cromwell, and he had repre- 
sented Mr. Halbach in the case. Asa matter of fact, he had been Mr. 
Halbach’s counsel from, I think, 1942 through the settlement. He 
had negotiated this settlement with the Government. 

So we took all that testimony, and we also took affidavits from some 
people that we thought relevant. 

The case went to hearing in the district court, and the district court 
held against Mr. Halbach. The district court held that Mr. Halbach 
had utterly failed to prove duress; that there were many circum- 
stances aflirmatively showing no duress. On the question of the 
authority of the Attorney General and the Alien Property Custodian 
to make this settlement, the district court held that there was full 
authority on several grounds. 

The case is now pe nding on appeal. 

The CaarrMan. What grounds were those ? 

Mr. Scuwarrz. First, sir, that the Attorney General has power to 
settle any case against the United States in his capacity as chief law 
officer of the Government. Second, that the settlement was in reality 
an agreement between the parties as to how much of the property was 
enemy and how much nonenemy; that the part represented by a cer- 
tain option was to be regarded as nonenemy and returned to Mr. 
Halbach, and that the part regarded as enemy should be retained by 
the Custodian. 

The district court held that the Custodian had the power to make a 
return of the nonenemy portion, and that is what he had done, in 
theory, in this settlement. 

Senator DirksEN. Going back to the first suit for a moment, Mr. 
Schwartz, which you say was settled by agreement, were the issues 
tried in that case, or not ? 

Mr. Scuwartz. No, sir. Settlement was signed a week or two be- 
fore trial was to take place. 

Senator Dirksen. I see. 

Mr. Scuwartz. There were negotiations over about 4 months be- 
tween Mr. Stevens on the one side and Mr. Wechsler for the Govern- 
ment on the other, and the parties signed an agreement, as often 
happens in litigation, which disposed of not only the Alien Property 
case, but a whole series of tax questions which were related. It was 
really a multiparty, multifacet settlement, because all the other stock- 
holders in GDC took the same settlement. 

The Commissioner of Internal Revenue was a party to the settle- 
ment, on gift tax questions, a great number of questions. 

Senator Dirksen. Now, what is the status of the suit that was filed 
in 1950, its present status ? 

Mr. Scuwarrz. That is pending on appeal from the decision of the 
district court. The appeal was taken by the Halbach side, and almost 
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ill briefs have been filed. It is set, I believe, for hearing toward the 
latter part of April, this next month. 

Senator Dmxsen. What would be the status of a suit filed under 
those circumstances so far as section 9 (a) is concerned? Would it 
have the same validity as any other suit? 

Mr. Scuwartz. No, sir. I think it clear that this is a motion to 
reopen a closed case, and therefore the suit is not pending. Mr. Hal- 
bach’s original suit for return of the stock is not pending within the 
meaning of section 9 (a). 

Senator Drrxsen. Were there some minority interests in GDC 
similar to those in General Aniline? 

Mr. Scuwarrz. Yes, sir. 

Senator Dirksen. Tell us about those. 

Mr. Scuwarrz. There was a group of several such smaller stock- 
holders, a Mr. Swenson, and other names that I do not recall. They 
were represented by Mr. Stevens, as well, and they followed Mr. 
Halbach’s lead and agreed to the same settlement that he agreed to. 
So their cases, which had been filed, were settled at that time in 1945. 
They have not made any signs of an intention to reopen their cases. 

Then there were two other stockholders, one relatively small, one 
more substantial, a Mr. St. George and a Mr. Duisberg. Mr. St. 
George died in the interim. His widow brought suit, and that suit was 
settled. I think the suit was brought in 1949. It was settled in 1951. 
The settlement was by payment by the Custodian to the plaintiff, Mrs. 
St. George, of—I forget the exact amount, but it was at the rate of 
$300-some-odd per share involved. 

Duisberg, on the other hand, had brought suit in 1944, I think, and 
when that suit came on for trial, plaintiff was unwilling to go to trial, 
and the district court ordered him to go to trial. He refused, and 
the court had a hearing on it. The court dismissed the action with 
prejudice, for refusal to go to trial. That was affirmed in the court 
of appeals. Certiorari was denied. 

Mr. Duisberg thereafter moved to reopen his suit. He filed a motion 
in the court of appeals, where it had last been heard. That was in 
about 1950, and that motion was denied. He thereafter filed a suit in 
the Court of Claims, and the Court of Claims dismissed his suit. So 
there is no suit now pending by Mr. Duisberg. 

Senator Dirksen. So what happens to that stock? Is that all out 
of the way? 

Mr. Scuwarrtz. It is all out of the way. I think so. 

Senator Drrxsen. I notice you said the Halbach stock was settled 
on the basis of $118 a share, and the other stock at $300-and-some. 
How do you account for that difference ? 

Mr. Scuwartz. I know of the $118 per share settlement from the 
record, with which I am very familiar. It has been in the court very 
recently. It is a matter of very public record as to the theory of that 
settlement. Asa matter of fact, the district court analyzes the theory 
of that settlement very intensively. 

The theory of the settlement at the rate of three-hundred-odd dollars 
with the St. George plaintiff, I suppose, sir, is a matter that is—you see, 
it is not of record, and that is why I am embarrassed. I am not able 
to testify as to matters that are not of record in the Department. 

Is it clear that I am so authorized or not authorized ? 
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Senator Dirksen. You can speak your mind very freely. 

Mr. Scuwarrz. Yes. I understand I am authorized by the Deputy 
Attorney General, with respect to pending cases, only to discuss mat 
ters of record. There is no mention of my authorization as to closed 
cases, but I think I am under the usual inhibition of respecting the con- 
fidential character of departmental files. 

Senator Dimxsen. There must have been a record in the court on 
this settlement, was there not ¢ 

Mr. Scuwarrz. No, sir. The customary thing is that you merely 
file your stipulation of settlement, which does not, of course, discuss 
the theory of how you arrive at a given figure. 

Senator Dirksen. I suppose that is all right. The fact is that the 
Associated Press, I think, carried an account of the settlement some 
time shortly after it was made, and it alluded to some such figure as 
that. 

Mr. Scuwarrz. I do not mean that the amount or any such thing 
is confidential, but I did not know quite what you meant when you 
asked how I accounted for the difference. 

Senator Dirksen. I just wondered whether you had an opinion 
about it. 

Mr. Scuwarrz. I can speculate, sir, but I think I am also specu- 
lating fairly. 

For one thing, the St. George suit was the last of these suits that 
were then presented to the Custodian. It may be that there was in- 
volved the principle that when there is only a small amount left be- 
tween you and 100-percent ownership, the last few shares are worth 
a premium. 

Also, cases do differ as between a case brought by a Mr. “X” and a 
Mr. “Y”—one may be more of enemy character than another. It may 
very well be that the St. George case presented a different kind of case 
in terms of enemy connections of the claimant than another case. 

Senator Dirksen. Did you not say a moment ago that Mr. Halbach 
was an American citizen / 

Mr. Scuwarrz. Yes, sir. It was nevertheless the position of the 
Government that the stock that he owned was enemy-owned and con- 
er 

Mr. Natrn. Mr. Schwartz, you spoke just a minute ago of “enemy 
character.” It is my understanding that the statute uses the term 
“enemy,” and I am also aware of the fact that the term “enemy taint,’ 
which has become a term used in some of the decisions of the court, 
originated in an American decision. 

Are you familiar with that term ? 

Mr. Scuwarrtz. Yes, a little. 

Mr. Nairn. Do you recall which case first raised this question of 
distinction between “enemy” and “enemy taint”? 

Mr. Scuwartz. Historically, sir, the phrase “enemy taint” dates 
back to the War of 1812. It was first used by a judge to describe just 
the modern type of situation, about a man who was tainted and run- 
ning the blockade, or something like that. I think it is historic. 

In World War II, the term first achieved prominence in the decision 
of the Supreme Court in the Ubersee case, the first Ubersee case. 

Mr. Natrn. Did they define this term “enemy taint” in that de- 
cision ¢ 
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Mr. Scuwarrz. No, not fully. They suggested some of the things 
that might show enemy taint, but did not—it is not customary for a 
court to define its terms. 

Mr. Nairn. Has the Supreme Court or any inferior Federal court 
defined this term “enemy taint” since that time of the first Ubersee 
case ¢ 

Mr. Scuwarrz. I do not think there ever has been a precise and 
definite definition, but there have been illustrz tions by the Soldings of 
courts as to what is meant by “enemy taint.” 

Mr. Narrn. Was there a second Ubersee case ¢ 

Mr. Scuwartz. Yes, sir; most certainly. 

Mr. Natrn. Did the Supreme Court in the second Ubersee case at- 
tempt in any way to define the term “enemy taint” ¢ 

Mr. Scuwarrz. Again, I do not think they wrote a definition and 
said that “This is our definition,” but I think the opinion again illus- 
trates the kind of thing that is important in finding or not finding 
“enemy taint.” 

Mr. Naren. Is it not true that on the day the second Ubersee case 
was decided, the page-proof opinion contained a footnote which in 
effect gave a definition of the term “enemy taint”? 

Mr. Scuwarrz. I don’t know to what you refer, Mr. Nairn. You 
mean a footnote that did not appear in the final decision ? 

Mr. Natrn. I was going to lead up to that. Was there a footnote 
in the second Ubersee case in the proof page on the first day before 
it was printed up, which to your knowledge contained a definition of 
this term “enemy taint”? 

Mr. Scuwartz. No, I know nothing about a footnote that may have 
appeared in the first opinion and did not appear in a later draft. 

Mr. Nairn. This is the second Ubersee case. 

Mr. Scuwarrz. I hadn’t heard of any such thing. 

Mr. Nairn. Then you do not know or never have heard of the cir- 
cumstances under which this footnote was later removed from the 
final printed opinion ? 

Mr. Scuwatz. No, sir. Not knowing a thing about it—— 

Senator Dirksen. Mr. Schwartz, who in the Department could tell 
us what the theory was, involved here, to account for this 3-to-1 
difference in these 2 settlements ? 

Mr. Scuwartz. I am sure it would be the Office of Alien Property. 
| think it would be my branch. It might even be me, sir. My only 
embarrassment is that I don’t think I am authorized. 

Senator Dirksen. We would not want you to 

Mr. Scuwartz. Would you like me to consult and—— 

Senator Dirksen. Yes, we would like to have you consult, and we 
would like to have a memorandum from your office, approved by the 
Attorney General, if necessary, to explain this difference, and who 
can give us the whole story. I think it is rather material. 

Mr. Scuwartz. I will be glad to pass that request on. 

Senator Dirksen. Will you i a note of it and see that that is 
supplied; and if there is any objection to supplying it, then, of course, 
the committee should be advised so we will know what to do. 

(The referred to information was furnished to the subcommittee 
and is as follows) : 
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SUPPLEMENTARY STATEMENT ON SETTLEMENT OF HatpacH v. MARKHAM (106 F 
Supp. 475 (D. C. N. J.)), SuspMirrep Aas PART OF THE RECORD OF PROCEEDINGS 
BEFORE THE SUBCOMMITTEE ON THE TRADING WITH THE ENEMY ACT OF THE 
COMMITTEE ON THE JUDICIARY OF THE UNITED STATES SENATE, APRIL 1, 1953 


I. Inquiry with respect to an explanation of the differences in the settlements of 
Halbach v. Markham (Civil Action No. 3425, D. C. N. J.) and St. George vy. 
Clark (Civil Action No. 1514-49, D.C. D.C.) (Transcript, April 1, 1953, p. 1020) 
The suit by the Ernest K. Halbach trustees for the return of 4,725 shares in 

General Dyestuff Corp. was settled in February 1945 by a payment to plaintiffs 

at the rate of $118 per share involved. The suit by the executrix of Armand V. 

St. George for the return of 750 shares in General Dyestuff Corp. was settled in 

February 1951 by the payment to plaintiff at the rate of $365 per share. During 

the hearing of April 1, 1953, before the Subcommittee on the Trading With the 

Iinemy Act of the Senate Committee on the Judiciary, the chairman requested 

an explanation of the difference in the amount of the two settlements. 

The theory on which the Halbach settlement was based has recently been the 
subject of extensive investigation, on a motion by the Halbach trustees in the 
District Court for the District of New Jersey to reopen the final judgment based 
on the 1945 settlement, on the grounds that coercion and duress were exercised 
by the Government and that the settlement was ultra vires on the part of the 
Alien Property Custodian and the Attorney General. 

A concise statement of the theory of settlement is to be found in the opinion 
of Circuit Judge McLaughlin, specially designated to sit as district judge in the 
ease. Judge McLaughlin denied the motion to set aside the settlement, with 
an opinion dated June 21, 1952 (Halbach v. Markham, 106 F. Supp. 475). He 
summarized the facts underlying the settlement as follows (106 F,. Supp. at 
478): 

“The Government's position was that Halbach had apparently paid $210,000 
for the acquisition of the shares; that the most plaintiffs could possibly recover 
was $100 a share which was the option price at which General Dyestuff could 
purchase the stock under an agreement to which the stock was subject; that the 
Custodian, because of control of General Dyestuff could, if necessary, bring 
about a situation where he would be able to exercise the options. Another item 
entering into the estimate of the Halbach stock interest was that when the shares 
had been transferred to the trust they had been valued at $100 a share for gift- 
tax purposes. After several talks between the lawyers Halbach himself attended 
a conference early in January 1945. He suggested that in addition to $100 a 
share there should be some consideration for participation in the earned surplus 
of the corporation from 1939 to 1944. Eventually this was resolved to an 
allowance of interest during those years amounting to $18 a share. The total 
figure of $118 a share was agreed to by both sides. The Bureau of Internal 
Revenue was queried and indicated that it would accept the $100 per share gift 
tax estimate and would view the settlement recovery as a capital transaction 
rather than income to the trustees.” 

This summary of the negotiations was in the course of the court’s ruling that 
no duress was exercised. Further in the opinion, on the question of the authority 
of the Attorney General and the Alien Property Custodian to settle the case, the 
district court held (a) that the Attorney General, acting for the United States, 
had authority to settle the case under general principles of law and (06) that the 
Attorney General and the Alien Property Custodian had authority under the 
Trading With the Enemy Act to make the settlement. Authority was found to 
exist under both section 5 (b) and section 9 (a) of the act. In support of his 
conclusion that the settlement was authorized under section 9 (a) of the act, 
Judge McLaughlin held as follows (106 F. Supp. at 482): 

“The foundation of the settlement from the standpoint of the Custodian was 
the return of the calculated nonenemy interest in the stock with the Custodian 
for the United States retaining the enemy interest. Plaintiffs might disagree 
with the amount arrived at by the Custodian and with his construction of the 
option but the record reveals that he had substantial grounds for his conclusion 
that $118 a share fairly represented the nonenemy value of the shares and it was 
at that rate he settled the plaintiff’s claim. I think the transaction came well 
within section 9 (a) reasonably interpreted. 

“Under the facts and law the settlement of this litigation was properly entered 
into and carried to a conclusion by the Attorney General and the Alien Property 
Custodian representing the United States. It should not be set aside.” 
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The Halbach settlement was thus based on an agreement to adopt the exist- 
ing option on the General Dyestuff Corp. stock as the standard for the settle- 
ment. The price at which that option could be exercised was $118, and the 
settlement was thus at the rate of $118 per share. 

In the St. George case the identical formula would have led to a settlement 
sum of $154 per share, $100 as the base and $54 as interest for the 9 years since 
the last dividend. In fact, however, the settlement was at the rate of $365. This 
resulted from the following considerations. 

At the time of the St. George settlement, the Custodian was the undisputed 
owner of all of the shares of General Dyestuff Corp., except those claimed by 
St. George. Part of the increase over the settlement figure of the Halbach 
case was due to the added value of a release of the St. George claim on the 
theory that clear title to the last shares which go to make up 100 percent owner- 
ship is worth a premium. Ownership of 100 percent of the stock of a corporation 
has a value even in normal circumstances and is especially valuable in the 
ease of General Dyestuff Corp. It is generally recognized that General Dye- 
stuff Corp. should be sold to or merged into General Aniline & Film Corp., if a 
sale of General Aniline is to realize full value. A small minority block in GDC 
might interfere with such a disposition of GDC. In addition, at the time of 
the St. George settlement the book value of GDC had risen to $846 per share, 
from $540 per share at the time of the Halbach settlement. 

The second difference between the two settlements is that Mr. St. George was 
much less connected with the enemy than was Mr. Halbach. St. George was 
family physician to Halbach and was introduced into the corporation by Hal- 
bach to hold these shares, subject to option. He was thus a convenient means 
by which the interests in General Dyestuff Corp. assured control over a block 
of shares. While St. George had on a previous occasion acted as an accommo- 
dation holder of stock for members of the GAF-GDC group, he had no direct 
connections with I. G. Farben. Moreover, St. George’s death, prior to the time 
the suit was filed, made it somewhat more difficult to prove the Government’s 
case against him. 

The third and most important difference between the Halbach and the St. 
George situation lay in the differing situation in the two cases with respect to 
the option on the stock. The Halbach settlement, as is noted above, was on the 
theory that the option put a limit on the Halbach, nonenemy interest, if any, 
in the stock. The Government also asserted this defense in the St. George case. 
Indeed, General Dyestuff Corp., intervened in the suit to support its right under 
the option. The option, however, was affected by the death of a stockholder and 
the fact of St. George’s death in 1943 raised a question as to the continuing 
validity of the option. The possibility that the option might on litigation be held, 
because of St. George’s death, to be no longer effective, presented an issue of 
law not present in the Halbach case. This issue was compromised in the settle- 
ment, 

The option price for each share, the starting point for the St. George settle- 
ment, was $154 per share; the book value of each share was $846. The inter- 
mediate figure of $365 represented a compromise of the disputed legal and 
factual issues not present in the Halbach case. 


IT, Inquiry with respect to cases other than the Halbach case which were settled 
on a basis similar to that of the Halbach case (transcript, April 1, 1958, p. 
1022) 

It is not clear whether this inquiry, put by committee counsel, Mr. Hayes, was 
fully answered during the hearing. In any event, Mr. Hayes inquired as to 
settlements other than the Halbach settlement, in which such a norm as a 
division of the property between the enemy and nonenemy interests was employed. 

At the time of the settlement with Halbach, there were pending seven identical 
cases, brought by other stockholders in General Dyestuff Corp., whose stock had 
been subject to the same opinion, and had been vested as was Mr. Halbach’s 
stock.* Settlement was made in each of these seven suits in terms identical with 
the settlement in the Halbach case. 


1These suits were as follows: Anthony T. Wingender v. James BH. Markham (C. A. No. 
8424, D. C. N. J.) ; Harold D. Martin v. James 2. Markham (C. A. No. 8427, D. C. N. Y.); 
Lennart Swenson vy. James BE, Markham (C. A. No. 3427, D. C. N. J.) ; Rudolph Lenz v. 
James E. Markham (C. A. No, 24-461, D. C. N. ¥.); James Robert Bonnar v. James 2. 
Markham (C. A. No. 24-462, D.C. N. Y.) ; Perey Kuttroff v. James BE. Markham (C. A. No. 
ry D. C. N. Y.); Henry F. Hermann vy. James BH. Markham (C. A. No, 3687, D. C. 
Ws: ane 
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There have also been other cases in which settlement was made on the basis 
of a division of interests in the property as between the nonenemy interest and 
the enemy interest, the former being returned to the claimant and the latter being 
kept by the Alien Property Custodian. Cloakings of enemy property not in 
frequently employ neutral or American nominal owners and such means as 
loans, pledges, options, patent royalty contracts, etc., in order to give an 
ostensibly neutral or American appearance to the underlying enemy property. 
The nonenemy claimant, in such cases, is entitled, under the statute, only to the 
“interest, right, or title in” the vested property which is his, though he was the 
ostensible owner of enemy interests as well. 

In the course of settlement or judicial decision of such cases, it is necessary to 
sort out the interests in the property as between the enemy interests and the 
nonenemy interests. This is frequently done by the courts, in suits under section 
9 (a). Vort v. McGranery (199 F. 2d 789 (C. A. D. C.), affirming Vort v. Me 
Grath (99 F. Supp. 57, 108 F. Supp. 268 (D. C. D. C.)); Kind v. Clark (161 F 
2d 36 (C. A. 2), certiorari denied 332 U. 8S. 808) ; Standard Oil Co. v. Markham 
(64 F. Supp. 656, 669-71 (S. D. N. Y.)), modified, sub nom. Standard Oil Co. v 
Clark (163 F. 2d 917, 936 (C. A. 2), certiorari denied, 333 U. S. 873); Kroll vy 
McGrath (199 F. 2d 187 (C. A. D. ¢ 

The courts in these cases are exercising their statutory power, under section 
9 (a) of the act, to give judgment for “the interest therein [in the property] to 
which the court shall determine said claimant is entitled.” A similar power is 
exercised administratively, in the course of settlements, and was exercised in 
the Halbach case, in the seven cases identical with Halbach and in other cases 
which have been settled. In such situations the Attorney General is exercising 
not only the authority of the chief law officer of the Government to settle suits 
against the United States, but also authority granted the President under sec- 
tions of the Trading With the Enemy Act, including section 9 (a). By the terms 
of section 9 (a) of the act the President may return “the money or other prop- 
erty” for which claim is made “or” “the interest therein to which the President 
shall determine said claimant is entitled.” In the Halbach case the district 
court held that (aside from other authority to make settlements), a settlement 
which divides the agreed nonenemy interest from the agreed enemy interest 
and returns the former, is authorized to be done by the Attorney General and the 
Alien Property Custodian, as delegates of the President, under section 9 (a). 


Senator Dirksen. Have you any other questions? 

Mr. Hayes. Just one, Senator, please. 

Mr. Scuwarrz. Mr. Schlezinger reminds me, and I hope I did not 
neglect to say, that the basis for the settlement at $118 per share is 
very fully in the public record, and is in this case, ‘and I should be 
glad to discuss it, if you like, sir. 

Senator Dirksen. It will not be necessary to discuss it particularly 
if it isavailable. I think it ought to be supplied, or at least so much 
of the text that will be of guidance to the commiitee. 

Then, of course, whatever memoranda are available with respect 
to the second settlement which is involved. 

Mr. Hayes. Following that exact question, is there any other case 
known to you, pending or disposed of, in the Alien Property Custo- 
dian’s records, in which the same norm was used as was used in the 
Halbach case, fixing the amount to be paid to a holder of that type 
of stock ? 


2 In one case, involving a corporation whose sole business was sending food packages te 
Germany, the claims of two Americans to a part of its stock were settled by payment to 
them of the amounts they had paid for the stock. The remaining interests in the stock 
were believed to be enemy, because the corporation was enemy dominated. Fortra, Inc., 
et al. v. Clark (S. D. N. Y.) Another case is one in which a neutral claims to be the 
owner of vested stock but in fact has only a pledge interest and is cloaking the remaining 
enemy interest. Two such cases have been settled. Vargos vy. McGrath (D. C. D. C.) 
Swiss Bank Corp. v. Clark (S. 1D. N. Y.). One case involved the division of enemy and non 
enem~’ interests in patent royalty contracts. N. V. Chemisch-Technische, etc. v. McGrath 
mac. DB. Cy Another case involved property worth $60.000, claimed by the American 
plaintiff to be his, nonenemy property. He had paid $5.000 for the property, in a transac- 
tion which the Government claimed was a cloaking arrangement. The case was settled by 
payment to the claimant of $6,000. Dencks v. McGrath (D. C. D. C.) 
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Mr. Scuwartz. That is a very hard question to answer offhand, sir, 
because it requires thinking of many cases. Of course, 1 or 2 come 
to mind, but you remember that my knowledge of cases is limited 
to those that I have worked on, and I should not like tosay until I have 

checked. I may not be the person sufficiently familiar with that to 
testify. 

Mr. Hayes. Just to end it, then, will you either give that to the 
committee for tne record at this point, or the name of the individual 
who would be able to give us that information, please. 

Mr. SCHLEZINGER. What do you mean by the “same norm”? 

Mr. Hayes. $118 is what was paid to this man, and I am sure it was 
based upon the theory of an option which was held by the allegedly 
German-owned concern. Is there any other instance in the records 
of the Alien Property Custodian in which people were settled with 
on exactly that norm and for that same basis? 

Mr. ScHLEZINGER. You mean were there other cases where there may 
have been an option, a preemptive agreement, and a settlement? Be- 
cause Mr. Schwartz has already testified that with respect to General 
Dyestuff, all of the suits that were brought by the various stockholders 
were settled on the exact same norm as the Halbach suit, except for 

two, the Duisberg case, which was dismissed with prejudice, and the 
St. George case, w vith settlement at a larger figure. 

Mr. Hayes. All of these were involved in the same suit? 

Mr. Scuwartz. No. They were separate suits. 

Mr. Hayes. Not the ones that were settled on the same norm. All 
those settled on the same norm were in the same suit, were they not? 

Mr. Scuwartz. There were 6 or 7 suits by individual stockholders, 
Mr. Lennart Swenson, and 3 or 4 or 5 others, all of whose suits were 
settled on exactly the same basis as the Halbach suit. 

Mr. Hayes. At the same time? 

Mr. Scuwartz. Yes. Mr. Stevens, indeed, represented all of these 
people. 

Mr. Hayes. I do not want to belabor it. My question is—I want 
to make it very clear—I would like to know if there are any other 
instances, other than the one or the series that you are now referring 
to, which were settled on a different basis or on the identical basis, 
other than this series, from the one that you settled with Mr. Halbach. 
There are two others that you have testified about. One is Duisberg 
and the other is St. George. Are there any others? 

Mr. Scuwarrz. Now that I recall, sir, we explained to the district 
court that the principle of dividing property as between that part 
which is agreed to be enemy and that part which is agreed to be non- 
enemy, has been done in other cases in the Office of Alien Property, in 
other settled cases. The norm that you are referring to is the under- 
lying thought in this settlement. There have been “other cases with 
that same theory. 

It comes down to this: In most cases the plaintiff is either a German 
or not, and that is the issue. If he is a German, he may not have his 
property ; and if he is an American, he may. 

Sometimes, however, the question is the property. It is all 
scrambled up. There are mortgages and liens and options and rights, 
and all that kind of thing. That is particularly the case in cloaking 
situations. The ideal cloaking, you might call it, the acute case of 


= 





666 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


cloaking, is where property has been deliberately scrambled up with 
all kinds of rights in it. Then, whether you are the court or the 
man settling it, you must try to unscramble it and determine what 
part is properly the enemy part and what part is the nonenemy part. 
If you are the judge, you give judgment for the nonenemy part, and 
in the settlement you sett le on that basis. 

‘There have been cases in the courts which follow that principle. 
The Ubersee case will be one of them, I think, before it is through, 
the enemy portion and the nonenemy portion. There have been set- 
tlements on that basis. 

Senator Dirksen. I think for our purpose the point does not have 
to be belabored for the record here. 

I think, Mr. Schwartz, that gives us the picture pretty well for the 
moment. So if you will step down, please. 

Let me ask, is Mr. Lincoln in the room ? 

Will you come up, please, for a moment ? 

Mr. Lincoln, let me swear you, please. Do you solemnly swear 
the testimony you are about to give will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Lancoxn. I do. 


TESTIMONY OF DONALD 0. LINCOLN, OF CHEVY CHASE, MD., OF 
THE FIRM OF STEPTOE & JOHNSON, ATTORNEYS AT LAW, WASH- 
INGTON, D. C. 


Senator Drrxsen. Mr. Lincoln, will you identify yourself for the 
record, and your residence ? 


Mr. Lrncotn. My name is Donald O. Lincoln. I reside in Chevy 
Chase, Md. I am a member of the firm of Steptoe & Johnson, with 
offices in Washington, D. C. 

Senator Dirksen. There are two things that I would be interested 
in that I wish you would clarify for us. 

It scarcely needs to be belabored that the firm of Steptoe & Johnson 
has served General Aniline and General Dyestuffs. The record dis- 
closes some rather substantial fees. But the only question in my mind 
in connection therewith is whether or not those are on a timesheet 
basis. Have timesheets been kept on most of those? 

Mr. Lincoin. Yes, sir; they have. 

Senator Dirksen. I suppose they have been filed with the company 
and are a part of the company’s files? 

Mr. Lincotn. No, they have not been filed with the company, sir. 
The firm is on a retainer, first a general retainer to both clients. The 
retainer for General Aniline is $36,000 a year, and the retainer for 
General Dyestuffs is $18,000 a year. 

It is our custom with all of our retainer clients to work along for a 
year’s period, and then sit down and review our records at the end of 
the year to determine the amount of work that has been done, the 
difficulty of the problems involved, the results obtained, and at that 
time ascertain whether there is any justification for additional billings 
over and above the retainer. That was done with respect to both 
of these clients. 

One of our factors in determining whether special billings are 
justified over and above the retainer is the time record, and we have 
a complete time record in our office. 
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The previous subcommittee, Mr. Sapp who was counsel at that time, 
requested us to submit to the committee our time records, and some 
description of the work we had done for these clients. We did so. 
We gave the complete time record for both clients for a 5-year period, 
1947 through 1951. At the same time, we gave him a brief description 
of the firm, we gave him a biography of all the men in the firm, both 
partners and associates, who worked on the matters; and for 2 of the 
years, we gave a rather detailed description of the matters handled, 
to give the committee some idea of the type of problems handled. 

We were not able to complete that. It was rather a difficult task, 
and a time-consuming task, but we did submit that. 

Senator Dirksen. The data that appear in the interim report— 
and I assume you have had opportunity to examine the interim report 
made by the predecessor committee ? 

Mr. Lincoin. Yes. 

Senator Dirksen. Was based upon information that was furnished 
by you to Mr. Sapp, who was then the chief counsel ? 

Mr. Lincotn. That is correct. It was not furnished in any com- 
mittee session. It was simply given to him. 

Senator Dirksen. It speaks for itself pretty well. 

You have been actively doing the legal work, I take it, for General 
Aniline, have you not? 

Mr. Lincotn. I have been in charge of it for Steptoe & Johnson. 
There have been a number of men in our office working on both these 
clients. 

Senator Dirksen. One question came up in connection with the 
testimony of Mr. Frye at the last session, and that was in connection 
with what was known, I think, as the Verona Chemical Co. Was it 
General Aniline or General Dyestuffs that owned a part of that stock ? 

Mr. Lincotn. General Dyestuffs owned 49 percent of Verona 
Chemical stock. 

Senator Dirksen. Do you pass upon matters of that kind in your 
capacity as counsel ? 

Mr. Lrncotn. We pass upon any legal questions involved. 

Senator Dirksen. As I recall from the testimony, General Dye- 
stuffs owned a part of Verona Chemical. 

Mr. Lincoin. That is correct, sir. 

Senator Dirksen. And one Mr. E. K. Halbach owned part of it ? 

Mr. Lincoin. Yes, sir. 

Senator Dirksen. You finally decided to sell your share to him? 

Mr. Lincoin. That is correct. 

Senator Dirksen. Of course, you probably would not pass on the 
policy that was involved there. 

Mr. Linooitn. That is correct. 

Senator Dirksen. That is a question for the board of directors of 
General Dyestuff. 

Mr. Lincoun. And that was passed upon by the board of directors. 

Senator DixseEn. It was approved by the board of directors? 

Mr. Lincoun. Yes, sir. 

Senator Dmxsen. Whatever legal phases there were, were passed 
upon, doubtless, by you. 

Mr. Lincoxtn. That is correct, sir, so far as the transfer of the 
stock was concerned. 

41389—54—pt. 1——48 
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Senator Dirksen. So that arrangement did have the approval of 
the board of directors of General Dyestuff ? 

Mr. Lincoin. Yes, it did, sir. 

Senator Dirksen. And it had your approval as approving counsel ? 

Mr. Lincoun. Yes, sir. 

Senator Dirksen. Are there any questions / 

I think that isall, Mr. Lincoln. Thank you, sir. 

Now I[ think we will call Mr. Ernest Halbach. 

Will you come over here, please, and sit reasonably close to the 
reporter. 

You are Mr. Halbach ¢ 

Mr. Hacpacn. Yes, sir. 

Senator Dirksen. Will you state your name and address for the 
record ? 

Mr. Harsacn. Ernest K. Halbach, Short Hills, N. J. 

Senator Dirksen. Mr. Halbach, what is your business presently ? 

Mr. Harsacn. I am prestdent of the Verona Chemical Co. 

Senator Dirksen. You will have to talk just a little louder. 

Mr. Havsacu. I am president of the Verona Chemical Co. 

Senator Dirksen. Before I proceed, may I ask, just for infor 
mation, who the gentleman with you is? 

Mr. Corcoran. I am Howard Corcoran. 

Senator Dirksen. I think I ought to swear you, perhaps. 

Do you solemnly swear the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
(rod ¢ 


Mr. Harsacn. I do. 


TESTIMONY OF ERNEST K. HALBACH, SHORT HILIS, N. J. (ACCOM- 
PANIED BY HOWARD CORCORAN, ATTORNEY AT LAW) 


Mr. Harsacu. Gentlemen, when I was invited to appear before this 
committee I was informed that I might submit a statement concerning 
my connections with General Dyestuff Corp. Since General Dyestuff 
Corp. represents practically my life’s work—I was with it for 24 
years, from January 1926 until I was released from it by the Govern- 
ment in 1950—that offered a lot of leeway. I could talk about General 
Dyestuff for hours—about its business, its personalities, its troubles, 
and its suecesses—and frankly there is nothing I would rather talk 
about. For not only did General Dyestuff Corp. represent to me a 
solid accomplishment—I built it from nothing to the biggest. single 
dyestuff jobber in the United States, largely through my own efforts— 
but it also represents one of the greatest tragedies that has ever come 
into my life. I refer, of course, to the vesting of my daughters’ stock 
in General Dyestuff Corp. by the United States Government in June 
of 1942. That to me was one of the greatest miscarriages of justice 
that was ever inflicted upon a U nited States citizen by. his Govern- 
ment. There was neither legal nor moral justification for the act— 
nor do I believe there is either moral or legal justification for the 
Government continuing to hold the property which it illegally con- 
fiscated. I should like to go into that story if you feel that it is rele- 

vant to your inquiries and to present to you, whom I consider the first 
unprejudiced forum before whom I have had an opportunity to 
appear, the story of how the vesting took place and how my daughters, 
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American citizens, who in fact owned the stock of General Dyestuff 
Corp. were forced to abandon a suit which they had commence ed under 
section 9 (a) of the Trading With the Enemy Act to get that stock 
back. 

I understand, however, that the primary reason I was called before 
you was to comment upon certain testimony which was given at prior 
sessions concerning my connection with and the operations of the 
Verona Chemical Co. I am told, too, that there have been some in- 
sinuations that prior to the vesting of the General Dyestuff stock, that 
corporation was under German control. I should like to take those 
two topics in order and then—if the committee so wishes and will 
permit, I should like to go back a little bit deeper into the operations 
of General Dyestuff Corp. and the question of the vesting of its stock. 


VERONA CHEMICAL CO, 


I have mentioned that until 1950 I was with the General Dyestuff 
Corp. In 1950 I was released (or perhaps more accurately I should 
say I was fired) from that corporation after my refusal to have my 
daughters abandon their attempt to reopen their suit against the 
Government. 

While I was with General Dyestuff, Verona renee Co. was a 
relatively small company operating in Verona, N. J., producing fine 
chemicals. It had an authorized capital of ory shares which, “until 
the death of my brother-in-law, Franklin Stafford, were held as 
follows: 1,006 by Franklin Stafford, 254 by myself, and 1,240 by 
General Dyestuff Corp. 

When Stafford died in 1949 he left a life estate in his shares to me, 
the remainder on my death to my daughters. This division of shares 
represented a 51-49 percent split between the Halbach shares and the 
General Dyestuff shares. 

Knowing that there could not be harmonious management bet ween 
the General Dyestuff Corp. which had just released me and the Hal- 
bach interests, I approached Mr. Jack Frye with an offer either to buy 
out the the General Dyestuff interest or to sell out the Halbach inter- 
est. He finally determined to seil to us. This is one of the anomalies 
in a situation which has many. Although our stock in General Dye- 
stuff was vested because we were characterized as ene mies, the Gov- 
ernment sold us Verona in time of war. 

When I brought about this purchase I frankly had no intention of 
going back into the dyestuff business. I could not at that time see how 
we could put our hands on domestic supplies. And since we were still 
in a technical state of war with Germany I did not want to go into 
importing from Germany—notwithstanding that it seemed to be the 
thing to do since the Government-owned General Aniline & Film and 
the Government-owned General Dyestuff Corp. were then breaking 
their necks to deal with Germany. 

However, I am a dyestuff man—it is the only business I really know. 
And any number of my associates and friends in the dyestuff business 
were urging upon me to get back into business again. "The idea of my 
going into a new dyestuff business (as distinguished from General 
Dyestuff C orp.) had been urged upon me even in the d: iys when I was 
still employed by General Dyestuff under Government operation. 
There was a great deal of dissatisfaction within the General Dyestuff 
organization, Some of the employees felt that the Government opera- 
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tion was running the company into the ground and that the structure 
which they had created through years of effort and devotion to busi- 
ness was being pulled down over their heads. The morale in General 
Dyestuff, to put it mildly, was not good. The company had in fact 
been merged with General Aniline although the technical legal pro- 
cesses had not been completed—their records had been merged—their 
customer lists had been taken and other events had occurred which 
made some of these men feel that there was no future in the business. 
So when I did get out of General Dyestuff many of the then employees 
of Dyestuff renewed their urging upon me to get back into business 
and asked whether there would be any possibility of coming with me. 
For instance, Lennart Swenson, the former sales manager of General 
Dyestuff Corp., resigned soon after my release. He had no job but 
he came over to Verona Chemical Co. and occupied office space with 
me while he looked around for opportunities. He eventually stayed 
with me. And Wingender, who was discharged as treasurer of Gen- 
eral Dyestuff Corp., came over with me shortly after his discharge. 

I finally decided that I would go back into business and I raised 
venture capital to start me off again. We created what is known as the 
Verona Dyestuff Division of Verona Chemical Co. Everyone inter- 
ested in the business is a United States citizen. There is no foreign 
capital in it. 

understand that there was a note of surprise that Verona might 
become competitive with General Dyestuff Corp. I am frank to say 
I cannot understand this. Certainly the Government is not going 
to contend seriously that it should have no competitors if it is goimg to 
stay in a manufacturing business. Certainly they cannot expect that 
I, a dyestuff man from beginning to end, will forever bar myself 
from going back into business merely because the Government 
disagrees with me. 

But it is a bit farfetched to be talking in terms of Verona offering 
serious competition at this time. We're scarcely a month old; we have 
yet to develop our sources of supply and secure our outlets. If Dye- 
stuffs, after more than 25 years of buildup is concerned with that, it 
must be in a serious way. 

I should like to say a few words too about the persons who are now 
working for me who used to work for General Dyestuff Corp. I did 
not “pirate” these employees. They were unhappy long before I ever 
moved out of General Dyestuff and before I took over Verona. As a 
matter of fact I had a great deal of difficulty while I was in General 
Dyestuffs trying to hold onto them. Competitors were seeking them 
out. The morale in General Dyestuff was low and a large number of 
employees from clerks up to executives wanted to get out. 

Mr. Jack Frye and I may disagree on some things. We have no 
basic disagreement, however, on the fact that employee morale in a 
business competing with private industry does not flourish under 
Government operation. U ane GAF and GDC are both quickly 
returned to private hands, I do not think the employee problem can 
be solved. 

When I did go over to Verona I had any number of inquiries from 
the General Dyestuff personnel, both at the executive and the clerical 
level. Some of them I finally hired. In no case did I pay a salary in 
excess of that paid by Gener al Dyestuffs Corp. and in every case they 
had to give up their pension rights to which they would be entitled it 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 67] 


they stayed with General Dyestuff Corp. There was no corresponding 
benefit given by Verona. I think this is evidence of itself that these 
men were not bribed away or pirated away from General Dyestuff 
Corp. They wanted to get out and they were willing to make sacrifices 
to accomplish that end. 

Perhaps, too, among some of the employees who were former stock- 
holders of General Dyestuff Corp. and who had their stock confiscated 
from them like my daughters, although they too were United States 
citizens, there may have been the same kind of resentment which I my- 
self entertained. None of us were too happy continuing in the em- 
ploy of a corporation which we had built and which the all-powerful 
United States Government had taken away from us. 

Let me turn now to the so-called German control of General Dye- 
stuff. I should like to make the record clear that General Dyestuff 
at er: time of its vesting was an American corporation wholly owned 

American stockholders and that no forei ‘ign corporation or foreign 
7 rson had any control whatsoever over the stock or the policies of 
(;eneral Dyestuff Corp. 


AMERICAN CONTROL OF GDC STOCK 


Let me give you a brief history of General Dyestuff Corp. It was 
organized as a New York cor port ation in 1925, with an original author- 
zed capital of 6,000 shares of the par value of $100 per share. 

General Dyestuff represented the consolidation of three companies 
then operating independently in the dyestuffs business. 

The first company was H, A. Metz & Co. This was controlled by 
H. A. Metz, an American-born citizen. Metz was a former Member 
of Congress from Brooklyn, a former comptroller of New York City, 
and a general in the New York militia. Im the First World War o 
APC vested the assets of H. A. Metz & Co. but was forced to return 
them by court order when it was found there were no grounds for vest- 
ing and that Metz, an American citizen, was not under the domination 
and control of the enemy. 

The second company was the Grasselli Dyestuff Corp., an Ohio cor- 
poration. Grasselli was established in part with plant and equipment 
which had earlier been seized from the Bayer Co. and subsequently 
sold at public auction to the Sterling Drug Co. Sterling, in turn, sold 
to Grasselli with the consent of the APC and with the clearance of 
Attorney General Mitchell Palmer. 

The third company was Kuttroff, Pickhardt & Co., for whom I was 
working. It was a New York corporation principally owned and 
managed by Adolf Kuttroff and Karl Pickhardt, both United States 
citizens. It, too, was attacked by the APC in the First World War 
and some of its assets, not its stock, were vested. But again, after trial 
on the merits, the court found that the APC had no grounds for vest- 
ng and ordered the return of the assets. 

[ do not know much about the negotiations leading up to the merger. 

had no part in them. I was only a minority stockholders and a 
junior officer—the secretary—in Kuttroff, Pickhardt & Co. and was 
not invited to participate. The moving figure in this consolidation 
was H. A. Metz whom I have described above. If my memory serves 
me correctly, Kuttroff, Pickhardt & Co. contributed to the consoli- 
dation cash, a lar ge sales organization, and an exclusive sales contract 
with Badische, a German dye manufacturer. 
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I might explain the basic reason for the merger. In Germany— 
which at that time was still the principal supplier of dyestuffs in the 
world market—the eight leading suppliers were planning to go into 
combination. There would thus be one selling front only. ‘In the 
United States, however, the principal buyers were still operating in- 
dependently. Obviously they would be subject to being played one 
against another to the advantage of the German suppliers. It was 
felt that combination in the Uinted States was the only defensive 
measure to be taken—and that is why General Dyestuff was created. 

On the consolidation the 6,000 shares of the new company, Genera] 
Dyestuff Corp., were distributed: 2,000 to the Kuttroff group, 2,000 
to the Grasselli group, 2,000 to the Metz group. 

As I have said, I was working for Kuttroff at the time. I owned 
200 shares of Kuttroff which I had purchased for $20,000 out of my 
savings. When Kuttroff merged into General Dyestuff I put up the 
200 shares plus $30,000 cash—my own—and received 500 shares in the 
new corporation. 

In the years following incorporation the majority interests in 
General Dyestuff—through various purchases and transfers—came 
into the hands of D. A. Schmitz, an American citizen. Schmitz 
continued in control until August 1939. And up to that time any 
other stockholders in General Dyestuff Corp. and myself occupied 
a minority position so far as voting control went. But IT had become 
president of the company in 1930. I was in charge of operations, 
and I knew what the company was worth. I had made up my mind 
to get all the stock I coud, if it was ever offered. 

In 1938 there was talk of a reorganization of the then American 
I. G. Chemical Co. into a new corporation—the present General 
Aniline & Film Corp. I was told by one of the company lawyers 
that the reorganization would require compli: ince with certain regu- 
lations of the Securities and Exch: inge Commission and that Schmitz 
might have to sell his shares in the General Dyestuff Corp. I don’t 
know the details. But apparently the SEC was raising objections to 
Schmitz who was to be the president of the new General Aniline & 
Film owning the controlling interest in General Dyestuff. 

When I heard of this situation I sensed an opportunity for which 
I had been looking for years—a chance to get controlling interest in 
the General Dyestuff Corp. I went to Se hmitz and asked him if he 
would sell to me and to other employees in the company—with no 
options attached. We talked it over several times and Schmitz was 
reluctant to sell because he was afraid that if he let the stock go it 
might come into the hands of competitors in the dyestuff business 
and he did not want competitors having an interest in the General 
Dyestuff Corp. We finally resolved this difficulty by proposing a 
stockholders agreement in the commonly accepted form which would 
require any stockholder to give the corporation first refusal in the 
event the stockholder ever wanted to sell or in the event that the stock 
holder died or left the corporation. 

I had told certain key employees in the organization that if IT could 
get the Schmitz stock I would let them purchase up to the limit of 
their means—but I did not think they should go into debt. 

Neither I nor the other employees who wanted to take a part. of 
Schmitz’ holdings had sufficient cash to purchase his shares. That 
hurdle was surmounted by having General Dyestuff Corp. itself pur- 
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chase the shares out of the corporate surplus and thereafter selling 

the stock to the various employees. This took place in August of 
1939. In the course of the transaction I bought enough shares to 
bring my holdings up to 2,100—which was control. I paid for the 
shares out of my own cash savings plus proceeds of a secured loan 
at my bank. So far as I know the same situation held true for every 
other purchase made by every other stockholder. My associates cashed 
in on other securities, took loans on their insurance policies and went 
to their own cash savings accounts. But the contributions came from 
their own resources. 

On January 3, 1940, we declared a 50 percent stock dividend across 
the board. That brought my holding up to 3,150 shares and increased 
all other holdings accordingly. On May 12, 1941, there was still 
another stock dividend across the board which brought the Halbach 
holdings up to 4,725 shares out of 8,678 outstanding, or approximately 
o+ percent. 

In December 1940—between the two stock dividends—I made an 
irrevocable gift in trust of all my shares to two American trustees— 
Colby Stilson, a lawyer, and my wife, Elizabeth—for the ultimate 
banal of my two daughters. Mary Elizabeth at that time was around 

; Ann was about 17. Colby Stilson later resigned and was suc- 
ad as trustee by my brother-in-law, Franklin Stafford. I paid 
the United States gift taxes on the transfer and divested myself abso- 
lutely of any right, title, or interest in or to such stock. The gift itself 
has never been challenged although there was some question as to 
the amount of tax payable. 

I would like to stress the fact that every share of stock which I 
ever acquired in the General Dyestuff Corp. was purchased out of 
my own funds. That also applies to the employee associates whom 
| permitted to buy stock and whose shares were confiscated along 
with the shares of my daughters—although these employees also are 
all United States citizens. None of them was a dummy using funds 
furnished by others. The truth of this I understand, is not denied. 
It has been established by every investigation ever made of the General 
Dyestuff Corp. 

About 18 months after I made my gift in trust and lost control 
of the stock, it was vested by APC. 

As at the date of vesting in June 1942, the stockholdings were as 
follows: 


In name of Citizenship | Number shares 


Elizabeth 8. Halbach and F. H. Stafford, trustees of the “Halbach | United States 
Trust”’! 
W. H. Duisberg do 
A. V. St. George do 
R. Lenz do 
H. W. Martin do 
Percy Kuttroff do 
Lennart Swenson do 
J. Robert Bonnarr do 
George A. LaVallee do 
A. T. Wingender do 
Henry Herrmann do 


8, 678 


1 Beneficiaries: Elizabeth S. Halbach, Mary Elizabeth Kemmerer, Ann Stafford Halbach, @ll American 
citizens, 
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Upon vesting Mr. Crowley appointed his own president, officers, 
and directors. I was ousted both as president and as a director. 
However, notwithstanding the many charges hurled at my head as 
being a Nazi cloak—which I shall come to at a later point—and 
notwithstanding the vesting of my daughter’s stock, I was retained 
by the Government as special consultant of the General Dyestutl 
Corp., a position I held for the next 10 years—until my discharge 

1950. 

I have never understood the legal basis for the vesting of my 
daughters’ stock and the stock of my associates in GDC—and no 
one has ever given me a logical explanation of it. 

GDC was a New York corporation. At the date of the vesting 
its authorized capital was 10,000 shares. There were issued and 
outstanding 8,678 shares, every one of which was owned by an 
American citizen. There were no foreign interests in the corpo- 
ration nor did any foreign interest have any options or calls upon 
its stock. 

The only logical explanation which has ever been offered to me 
as to why the shares were vested was made by Mr. Crowley himself 
in an affidavit. In this he stated it was necessary to vest General 
Dyestuff because by reason of its exclusive sales contract with Gen- 
eral Aniline the Government could not as a practical matter manage 
General Aniline without also managing General Dyestuff. This 
may have seemed a sound business reason to vest in time of war at 
the time but it does not offer a legal justification. 

There has been much loose talk about options on the GDC stock— 
and the options are sometimes cited as the basis of “German control.” 

In the years before I secured stock control there had been options 
on the General Dyestuff stock running to various corporations. In 
1925—over 27 years before the vesting in 1942—at the time of the 
original incorporation of the company—I. G. Farben had insisted on 
options on the stock as a credit protection. These Farben options 
were transferred successively to a company known as the Merten 
Corp. and later to one called Chemnyco—both American corporations. 
When, however, in 1939 I took control of the General Dyestuff Corp. 
through the purchase of Schmitz shares with the money of myself 
and my associates, I expressly required as part of the purchase trans- 
actions the relinquishment of all options on all shares. This was 
effected by formal action of the board of directors of Chemnyco. 
I tore up the Chemnyco options physically and announced to the new 
stockholders that we were free of all options to outsiders. 

So, after the middle of 1939 there were no options other than to 
the wholly owned American corporation. All the stock in General 
Dyestuff Corp. was American-owned, and it was an American cor- 
poration from beginning to end. The stockholders’ agreement be- 
tween American stockholders and an American corporation was 
designed only to prevent competitors from getting in. 

As far as my daughters’ shares were concerned, they were as far 
from German control as they could possibly be. No matter how 
black the Treasury might attempt to paint me personally, the fact 
remains that I had no control over the General Dyestuff stock which 
the Alien Property Custodian vested. I could by no means use it for 
the benefit of the enemy. It was not my stock. For 18 months the 
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legal tatle to the stock had been in American trustees and the beneficial 
title had been in my daughters. The trustees were American—they 

were not likely to break their trust—and of course my daughters were 
American. The validity of that deed in trust has never - been ques- 
tioned by the Treasury which collected the gift tax nor by the APC. 

There seems to be a well-propagated impression that prior to the 
vesting order in 1942, GDC was controlled by GAF. That is not 
true. GAF did have some directors in common for the per fectly good 
business reason that what we in GDC were selling were largely GAF’s 
products. There were, however, no intercorporate holdings. GAF 
never owned a share of GDC, and GDC never owned a share of GAF. 
Chey were independent organizations tied togther by the existence of 
a sales agreement under the terms of which GDC was the exclusive 
sales agent in the United States for GAF products. 

But that contract didn’t mean that General Aniline could control 
or dictate to General Dyestuff. The contract was exclusive one way— 
GAF could only sell through General Dyestuff. But General Dye- 
stuff could and did purchase its goods from other manufacturers— 
and always resereved the right, even when GAF had supplies, to 
refuse to handle GAF alate if they were not competitive as to 
price and quality. 


VESTING AND RELEASE OF THE GDC STOCK 


I think you must agree with me that on the basis of the foregoing 
record the Government had no right whatsoever to confiscate the 
property of my daughters. Even assuming that I—a native-born 
citizen of American parentage, married to a native-born American 
citizen and the father of American-born children—could by some 
stretch of the imagination be called a cloak for the enemy, it defies 
all reason to say that American-born trustees holding stock in an 
American corporation for American children were cloaks or that 
those children were cloaks. 

But the stock was vested and we were branded as Nazi sympathizers. 

In 1944 the trustees for my children filed suit to recover their stock. 
In 1945 they abandoned that suit. I should like to tell you briefly why 
they did so. They did so because overzealous persons in the Gov- 
ernment wielding extraordinary war powers used every possible means 
at their command to harass me anal my family and force us into 
submission. 

Except for my Government service—the years 1941-45 and even 
after were a nightmare to me and my family. 

Immediately after Pearl Harbor I was indicted for charges which 
amounted to economic collaboration with the I. G. Farben industry 
in Germany. Naturally the indictment itself made headlines. And 
naturally it caused much adverse comment in the dyestuff trade and 
in the social circles in which my family moved. That indictment 
hung over my head for over 10 years. It was finally brought to 
trial in January 1952. I took the stand in my own defense and I 

is acquitted before a jury. 

Hard on the heels of the indictment came a Treasury blocking of 
the bank accounts of myself, of my wife, of the trustees of my children, 
of my brother-in-law, and believe it or not of my 86-year- -old mother, 
thus putting the entire family at the mercy of the Treasury Depart- 
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ment as to when and how we could use our own funds. We couldn’t 
have money to eat without a Treasury license. 

Upon the outbreak of war, Treasury agents moved in force into 
the head office of General Dyestuff Corp. in New York. I ordered 
all personnel to cooperate fully with them. The agents took full 
advantage of my order and tore the place apart. They went. into 
every file, they questioned every employee, they opened the mail and 
examined all corresponde nee, incoming and outgoing, and generally 
conveyed the impression to the employees that the management was 
suspected of lending aid to the enemy. Needless to say, they inter- 
fered seriously with the morale of the staff, and with the conduct of 
the business—a vital war business. Needless to say, too, I bore the 
brunt of this constant surveillance and I was the target of the smears 
and the rumor-mongering which resulted from the agents’ activities. 

It is hard to convey to you now in 1953 how oppressive these in 
vestigations were and how brutal and shabby some of the tacties were 
as for example, the occasion when Treasury agents, unannounced and 
without my knowledge, visited my wife seriously ill with cancer and 
tried to badger her into making a derogatory statement about my 
German connections. 

From December 1941 forward there were constant efforts to force 
my discharge from any employment with General Dyestuff Corp. On 
one occasion, after Mr. Markham became Custodian, he personaly ap- 
peared at a board meeting to demand that I be fired. He was flatly 
refused. Had I been disc harged, it would, of course, have been my 
end since I would have gone out under suspicion of being a German 
agent. Any further employment would have been impossible 1¢7 
with my bank accounts frozen and my source of income cut off, i 
would have been my financial ruin and the social ruin of my family. 

Then the tax men started. They had never bothered me before—but 
from 1944 on they made intensive investigations—and, of course, made 
an issue of the gift tax on my gifts to my daughters. 

It is hard to stand up under the suspicion which a big government 
can bring upon you through its many channels of power. No lone 
citizen can meet it. You find yourself, as I did, retiring from public 
activity and your wife and daughters retiring from soci ial contact even 
in your own community in which you have lived for years. I, for 
example, felt I had to offer my resignation from the local bank board, 
the hospital board, and the church vestry, but only the bank accepted. 

don’t know why the pressure continued. The Government had 
all kinds of reports. 

Judge John J. Burns wrote one. He was appointed general counsel 
of the General Dyestuff Corp. by Mr. Leo Crowley. Asa part of his 
duties and at the special request of Mr. Crowley, he conducted an in- 
vestigation in which I understand he completely exonerated me from 
all char ges of disloyalty and rendered his considered opinion that the 

vesting action was unlawful and wrong, and recommended that the 
stock should be returned to the trustees. 

Another report was prepared by Mr. Maine Shafer, who was spe- 
cially assigned by the Alien Property Custodian to make the principal 
investigation of the whole history and operation of the General Dye- 
stuff Corp. He with his associates spent more than 3 months at the 
head office of the corporation in New York where they were given 
access to all files and personnel. I understand that the only fair con- 
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clusion that could be drawn from his report was that the stock should 
never have been vested. 

Once, in the hope of forever settling all the questions concerning 
myself, my business and my family, I requested—and the Treasury 
Department reluctantly consented to give me—a chance to go on the 
record and answer any and all questions which they might care to put 
tome. It was an all-day session, with 7 or 8 Treasury men present, 
and 2 or 3 engaging in searching questioning on every conceivable 
subject. 

I hope these reports and interrogations are available to you. They 
must have carried some weight somewhere in Washington. Otherwise, 
it would be very difficult to understand how in the face of an indict- 
ment charging me with I. G. collaboration, the freezing of my family’s 
and my own funds to prevent their use for the enemy, and the charges 
of disloyalty leveled by various agents, I was, nevertheless continued 
as special consultant with managerial powers in a company like Gen- 
eral Dyestuff then engaged in vital wartime work. I was called upon 
as well to act as a member in the dyestuff division of the OPM and 
later the War Production Board in Washington, D.C. It will always 
be an unexplained mystery to me how I could be a cloak for the enemy 
on the one hand and on the other hand called into the inner councils 
of war. 

However, notwithstanding the reports and the confidence placed 
in me in Washington, the badgering and torment continued. By the 
end of 1944, I was pretty desperate. Everything my family and I 
owned, material wealth and reputation, seemed to be gone. 

In this atmosphere, I received word that the Government would 
like to talk settlement. I passed that word on to the counsel for the 
trustees who then got in touch with Herbert Wechsler, the Assistant 
Attorney General in charge at Washington. Conferences were held. 

The nub of these conferences so far as I could determine was that 
Mr. Wechsler brandished his power to destroy the value of the stock 
for the trustees and my associate employees even if my daughters 
won their suit. Mr. Wechsler took the position that the Government 
could offer the stock for sale under the terms of the stockholders’ 
agreement and give General Dyestuff Corp. itself the right to purchase 
such stock for $100 per share. They could control the corporation’s 
decision to take up the option and cause the corporation to take up the 
option for $100 per share. Thus the corporation would technically 
acquire the trustees’ and my associates’ rights to their seized stock 
restricting the trusteees to a claim against the APC for the $100 per 
share received by the APC. 

Having made this threat to destroy the value of the stock through 
the exercise of the option, the Government then proposed that it would 
give my daughters at once in purchase of their stock and in settlement 
of the suit the same $100 per share which was all my daughters would 
get even if they won in court, the way the Government proposed to 
play the game. 

Lawyers tell me it is almost impossible to prove duress on the part 
of a Government against a citizen. I am not a lawyer and I do not 
know. But I cannot believe that such an overreaching of native-born 
American citizens by the mighty power of the Government is beyond 
redress in the courts of the United States no matter how smart the 





678 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


lawyers for the APC have been. Confiscation of an American citi- 
zen’s property is dirty business under any circumstances. Certainly 
threatening to ruin the value of confiscated property before the citizen 
can sue to get it back is double dirty business, and I do not think any 
settlement made under such pressure is legal. In my opinion the 
stock at the time was worth somewhere in the neighborhood of $700 
per share, without taking into account the value which attaches to 
majority stock ina going concern. Certainly, the option price of $100 
per share wasn’t much of a settlement. It was not arm’s length bar- 
gaining. Certainly I, who had built the company, and knew its 
value, would not consider it under any but the most drastic circum- 
stances. My daughters’ counsel and I talked and it was naturally a 
source of constant conversation within my own household. My wife 
was ill, seriously ill. As it turned out, she died not long afterwards. 
These accusations which had been hurled against me and against the 
mera had had a detrimental effect upon her health. My standing 
in the business community was getting worse day by day as the Gov- 

ernment hurled charge after charge. “Tt must alw ays be remembered 
that this period, late 1944, marked the climax of the war. While the 
negotiations, so-called, were going on the Battle of the Bulge occurred 
and emotional feelings were running at peak pitch in this country. 

I felt it. And every time a new accusation was made my position 
deteriorated. 

In the middle of these negotiations, which were really not negotia- 
tions but take-it-or-leave-it conferences, the newspaper PM ran a 
series of articles about the negotiations which headlined me as “Ex 
Aide of I. G. Farben,” “One of I. G. Farben’s Oldest and Most Trusted 
Pre-War Associates,” and “I. G. Farben Agent.” I understand that 
in the course of recent litigation the Government has virtually ad- 
mitted that those articles were based on what they call unauthorized 
leaks from Government files. Perhaps I could never prove that, it is 
hard to pin-point who does what in a big government, but I do know 
that the editor of PM at the time was James Wechsler, a relative and 
I believe the brother of Herbert Wechsler who was negotiating for the 
Government. 

That was the turning point. On the Government’s theory we had 
two choices. We could carry on with the litigation. To do so we 
would have to go to trial at the climax of the war and I would have to 
stand public scorn and become a front page character who so far as the 
public was concerned, was a German agent. If we won we would have 
the $100. The second choice was to take the $100 which they were 
offering without trial and hope that the slurs and the accusations 
would cease. This is what the trustees and my wife wanted and it is 
what the family finally decided to do. With all respect to the fair- 
ness of Government officials and Federal judges I don’t think I can be 
blamed if I thought that no matter how good was my daughters’ legal 
case a trial at this time on the issue of hotline or not I was an enemy 
cloak was far more likely to wreck my family than to restore their 
fortunes. That is why my daughters signed the release and allowed 
a judgment to be entered against them. At no time has there ever 
been a determination, whether by way of administrative action or 
judicial action, that the Gover nment’s chs arges were true, and that the 
Government was entitled to vest the property. 





ADMINISTRATION OF TRADING WITH THE ENEMY ACT 679 


You may be interested in the Government justification for the 
grossly inadequate price which they paid my daughters for their shares 
in the corporation. As I mentioned each share in my opinion was 
worth in the neighborhood of $700. My daughters were paid $100 per 
share, plus 3 years interest, or $118. I read in the Government briefs 
the reason for this price. It was to the effect that since the corpora- 
tion was not vested and was really an American corporation which 
could pick up the stock if offered to it at $100 per share, so much of 
the share was of necessity nonenemy ani the rest for some reason not 
vet clear to me, was enemy. In other words, they were able to divide 
up a wholly owned stock interest into separate pieces, one enemy and 
onenonenemy. It would seem to me that either that stock was tainted 
or it was not tainted. If it was tainted at all the Government had no 
right or reason to pay for it and if it was not tainted, then it had no 
right to keep any part of it. It was and is either black or white. 
There is no gray when talking about the enemy. 

The Government’s explanation becomes ever more ridiculous when 
one considers what happened to another stockholder, Mrs. Emily St. 
George. The Government did not pursue Mrs. St. George as hard as 
it pursued me and my daughters, and since she had only a small 
minority interest which she had inherited from her husband, they prob- 
ably did not feel that it was necessary to press too hard. In any event, 
Mrs. St. George did not accept a settlement as all other stockholders did 
in Januar Vv 1945. She waited for a few years and kept her suit pend- 
ing. Of course, her stock was subject to the very same options as the 
trustees’ stock and logically should have been divisible into the same 
enemy and nonenemy interests for that very reason. However, when 
it came to settle with Mrs. St. George, the Government paid her $365 
per share. It was a better price than my daughters received, but it 
still bore no relation to the real value which Mr. Biddle boasted to the 
press was $580 per share at the time. 

You might be interested to know how the Government effected the 
payment of the settlement price to my daughters. The Government 
did not vest the corporation as such or any of its assets. Of ¢ ourse, the 
Alien Propesty Custodian had no money appropriated to him by the 
Congress for the purpose of going out and buying property. All he 
had was a vesting power. So he exercised that power to get the stock. 
Then he bought off the suit by the so-called settlement. Lastly, to get 
the money to pay for the settlement he caused the corporation to pay 
a dividend out of the surplus te him. That is, he caused the corpora- 
tion to give nonvested property to the Government and gave back 
that nonvested property to the stockholders, including my ‘daughter , 
who were supposed to be enemy tainted. 

Again, I have great respect for the cleverness of the Government’s 
lawyers but I do not think that cleverness justified confiscating an 
American citizen’s property in ways like this. 

Senator Dirksen. . ou say your present business is president of the 
Verona Chemical Co. ? 

Mr. Hatracn. Yes, sir. 

Senator Dirksen. Will you tell the committee a little something 
about that, about the company and its general makeup, and what it 
does, where it is located ¢ 

Mr. Hatsacu. The company is located in Newark, N. J. It is a 
small company. At the time we bought the stock from General Dye- 
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stuff Corp., it had 2.500 shares of stock at $100 a share as capital. 

It manufactured aromatic chemicals, some photographic chemicals. 
It manufactured caffein, and some dyestuff intermediates and some 
fur dyes. 

Senator Dirksen. Is this an old company ? 

Mr. Harsacu. Yes, sir. It was established in 1902, I think. 

Senator Dirksen. How long have you been identified with it, either 
one way or another, Mr. Halbach ¢ 

Mr. Hatsacu. When it was established in 1902, it was owned by Mr. 
Edwin Kuttroff. The first products that he made there, I sold per 
sonally, because I was given that job in my firm to sell his products. 
So I really started in with that in the very beginning, although 
indirectly. 

Senator Dirksen. You mean you were identified with it in 1902? 

Mr. Haxpacu. I sold their product for Kuttroff, Pickhardt & Co., 
who sold for Verona Chemical. 

Senator Dirksen. Oh, yes. 

Mr. Hatsacu. In 1938, my brother-in-law, Mr. Franklin Stafford, 
who had been in France with the American Tobacco Co., came home, 
resigned his position, and wanted something to do; and about that 
same time Mr. Kuttroff, who was a very close personal friend of mine, 
asked me if I didn’t want to buy his business. He wanted to get out. 
He had enough money and he would like to sell it. 

Of course, I first said no, I wasn’t interested. I had a position with 
General Dyestuff Co., and all. 

Then I talked about it at home, and Mr. Stafford said, “Wouldn't 
that be something for me? Why don’t I get that? 

So we did eventually make the deal and get it. 

Since I have been retired from the General Dyestuff Co. in 1950, I 
have been active in Verona all the time. 

Senator Dirksen. Do you give full attention now to this company 
of which you are the president ? 

Mr. Haxpacn. Yes. 

Senator Dirksen. Verona Chemical Co.? 

Mr. Hatsacn. That is right. 

Senator Dirksen. You say you retired from General Dyestuff in 
1950 ¢ 

Mr. Havsacu. Yes. 

Senator Dirksen. Will you tell the committee a little something 
about your identity with General Dyestuff, and give us some estimate 
of this whole picture that is involved ¢ 

Mr. Hatsacu. General Dyestuff Co. was formed in 1925, in July, 
and the firm of H. A. Metz & Co. was the first one to go into that. He 
changed his name and formed General Dyestuffs. 

Senator Dirksen. Who was H. A. Metz & Co. ? 

Mr. Havsacn. Metz & Co. was 1 of the 3 large importers of dyestuffs 
before the First War. 

Senator Dirksen. Located where ? 

Mr. Harsacn. In New York. 

Senator Dirksen. Proceed. 

Mr. Hausacn. I think it was in October of 1925 that Grasselli Dye- 
stuff Co. joined up. 

Senator Dirksen. They were located where ¢ 
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Mr. Haxsacn. They had bought from the Alien Property Custo- 
dian a plant which had formerly been owned by the Bayer Co. The 
Custodian sold all the Bayer interests, the aspirin and everything, to 
the Sterling Drug Co., and the Sterling Drug Co. in turn, with the 
permission of the Custodian, sold the dyestuff business to Grasselli 
Chemical Co. in Cleveland. Grasselli Chemical ran that business 
under the name of Grasselli Dyestuffs. 

Then the Ist of January, the firm that I was with, Kuttroff, Pick- 
hardt & Co., joined General Dyestuff Co. so it was originally made 
up of the three large importers of dyestuffs. 

Senator DirkseN. When did you say that was? 

Mr. Hareacnu. 1926, January 1, 1926. 

Senator Dirksen. So General Dyestuffs is really a merger of three 
companies ¢ 

Mr. Hatsacu. That is right. 

Senator Dirksen. Where did your identity with General Dyestuffs 
begin ? 

Mr. Haxeacu. I went into the merger. When we came in, of 
course the other two were together. I came into our group in Kutt- 
roff, Pickhardt, and was elected secretary of the company and made 
| of 3 sales managers, which we had in the beginning. That was 
trimmed down over the next few years to myself. One was trans- 
ferred to Boston and ran the Boston office. Another fellow left and 
went to the Allied Chemical & Dye Co. 

In 1930, I was made president of General Dyestuff Corp., and was 
president until its vesting, until my family stock was vested in 1942. 

Senator Dirksen. So you have been identified with General Dye- 
stuffs from roughly 1926 until 1950? 

Mr. Harsacnu. That is right. 

Senator Dirksen. Have you been president all that time? 

Mr. Harsacu. From 1930 until the vesting in 1942. After the 
vesting, I was retained as consultant by the Custodian. 

Senator Dirksen. What was the relationship of General Dyestuff 
to General Aniline? 

Mr. Haxsacn. General Dyestuff had an exclusive sales contract for 
the products that General Aniline Works manufactured, dyestuffs 
and what are called auxiliary products. 

Besides that, we purchased in the open market and had purchased 
for a great many years. In fact, my own company started that. busi- 
ness. So we really were probably the biggest jobber in the United 
States, and we built up a very sizable business. 

Senator Dirksen. You had nothing to do with Ansco or Ozalid? 

Mr. Harracnu. I was a director of AGFA-ANSCO and Ozalid for 
a while, but resigned in 1939 before I acquired the controlling interest 
in General Dyestuff Corp. 

Senator Dirksen. In other words, General Dyestuff had only one 
interest, and that was a continuing contract as the sales outlet for the 
dyestuffs that were manufactured by General Aniline & Film? 

Mr. Harsacu. That is right. 

Senator Dirksen. You say your interest or General Dyestuff’s was 
vested in 1942? 

Mr. Harpsacn. Yes, sir. 

Senator Dirksen. Suppose you tell us about it. 
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Mr. Hawsacu. The day after Pearl Harbor, the Treasury came 
into our place with a supervisor and 15 or 20 assistants, who took 
over—— 

Senator Dirksen. You say the day after Pearl Harbor? 

Mr. Haxsacn. Yes, that the Treasury came in. 

Senator Dirksen. Yes. That would be December 1941. 

Mr. Hatpacu. Yes, that is right; December 7 or 8, 1941. 

Senator Dirksen. Pear] Harbor was on the 7th. 

Mr. Haxpacu. Yes. December 8, the very next morning, they 
marched in. The supervisor had a revolver on his hip, and the rest 
of them acted accordingly. 

The Cuamman. Had what on his hip? 

Mr. Harzacu. A revolver. 

Senator McCarran. Just like in prohibition days. 

Mr. Haxrzacu. This group divided up and interviewed every per- 
son in the place for German activities or German connections. It was 
a very embarrassing situation. It came just before Christmas. Every 
package that was taken in or out of the building had to be opened 
and shown to the guards at the door. 

Naturally, a lot of the stenographers and secretaries would make 
their Christmas purchases, and when they would come in they would 
have to open them and the guards would dangle their purchases 
around the lobby where there were quite a few people, much to their 
embarrassment. It was a very obnoxious experience. 

Senator Dirksen. I am a little curious. That was December 1941. 

Mr. Haxsacn. That is right. 

Senator Dirksen. Surely somebody must have acquainted you with 
the authority under which the Federal Government moved into your 
company. 

Mr. Haxpacn. I think there was a notice from the Treasury, and 
this man was called the supervisor, the head man was called the super- 
visor. He stayed there a few weeks and then he was replaced. 

In the next 4 months, I guess it lasted until the vesting, we had a few 
different supervisors, and many of the original group who came in 
to vest left. Naturally, the Government at that time was pushed for 
proper personnel, and most of these men who came in were liquor 
enforcement and narcotics agents, and people of that type, which was 
pretty hard for an organization that was thoroughly American, a first- 
class organization. 

Senator Dirksen. At that time, how many people were employed by 
General Dyestuff ? 

Mr. Hatracn. I can’t remember exactly. I would say over 600. We 
had built the business up. In 1926, as I recall it, the business amounted 
to about $5 million ; $414 million to $5 million, of which $114 million, 
approximately, was General Aniline Works goods, and the. rest was 
import. 

We built that up until in 1940, I don’t know exactly, but I would say 
there must have been around $35 million or $36 million. Before the war 
was over, or right after it, I believe we had reached the figure of $54 
million. . 

Senator Dirksen. Getting back to this authority in December of 
1941, I am curious. I can understand beyond that point, but I am 
curious about that. You just said a moment ago that your company 
was vested in 1942. 
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Mr. Harsacn. That is right. 

Senator Dirksen. So this was prior to any vesting order ¢ 

Mr. Hatgacu. That is right. 

Senator Dirksen. Can you not clarify for the committee what that 
situation was, what reasons were assigned? Are you an American citi- 
zen, by the way ¢ 

Mr. Harsacnu. Yes, sir. 

Senator Dirksen. Were you born here? 

Mr. Harpacu. Yes, sir; in Philadelphia, Pa. 

I believe they brought a letter of some sort from the Treasury. I 
have forgotten. It must be in the files of the company. I know at least 
after they came in, we had no reason to doubt that they had a right 
to be there. 

Of course, I called up my attorneys and told them, too, but they 
apparently thought it was all right. 

Senator Dirksen. When, in 1942, were you vested? 

Mr. Harsacn. July 7 or 8, 1942. 

Senator Dirksen. First tell us about the ownership of the company 
at that time, What stock was vested, and what happened? 

Mr. Haresacn. The Custodian made a demand for all the stock of 
all the stockholders. 

Senator McCarran. What company was this, may I ask? 

Mr. Harsacu. General Dyestuff Co. 

Senator MoCarran. Was General Aniline under the same roof? 

Mr. Hatpacn. No, sir. They rented a floor of our building, but 
their main office was uptown and their plants were up in Rensselaer, 
N. Y., and Grasselli, N. J. 

Senator McCarran, May I ask one or two questions? 

Senator Dirksen. Yes. 

Senator McCarran. Were you connected with General Aniline at 
that time in any capacity ? 

Mr. Hareacu. At that time, 1942, I was not connected with Gen- 
eral Aniline in any capacity. At sometime prior to my acquisition of 
the controlling stock of General Dyestuff Corp., I had been a director 
of General Aniline Works, which made some of the dyestuffs which 
General Dyestuff Corp. sold. Also before acquiring the controlling 
stock of General Dyestuff Corp., I had been a director of Agfa-Ansco, 
but took little interest in its affairs. When I bought the controlling 
stock of General Dyestuff Corp., I resigned from all connections with 
the companies that went into General Aniline & Film. 

Senator McCarran. The two companies were interrelated, were 
they not ? 

Mr. Haxsacu. No. Of course, we sold all their product. 

Senator McCarran. There was an interlocking directorate, was 
there not? 

Mr. Harsacn. At that time, 1942, there were no common directors. 
Prior to the time when I acquired the controlling stock of General 
Dyestuff Corp. in August of 1939, there had been some common direc- 
tors. As I have pointed out, I had been a director in the companies 
known as General Aniline Works and Agfa-Ansco, but I resigned 
from both posts when I took control of General Dyestuff Corp. 
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Rudolph Hutz, who was connected with General Aniline & Film, 
was a director and vice president of General Dyestuff Corp., but re- 
signed from General Dyestuff Corp. on July 31, 1939. 

‘W. P. Pickhardt, who was a director and officer of General Aniline & 
Film, had been a director of General Dyestuff Corp. in 1938-39. He 
resigned from General Dyestuff Corp. on August 2, 1939. 

D. A. Schmitz, from whom I bought the controlling interest in 
General Dyestuff Corp., was president and director of General Ani- 
line & Film, and was also a director and chairman of the board of 
General Dyestuff Corp. while he held control of the stock. On sale 
of the stock, however, to me and my associates, D. A. Schmitz resigned 
from General Dyestuff Corp. on July 27, 1939. 

W. H. Duisberg, an officer and director of General Aniline & Film, 
was a director for a short time (1938-39) of General Dyestuff Corp. 
He resigned from his positions in General Aniline & Film on July 26, 
1939. 

In summary, from the time I acquired the controlling interest in 
General Dyestuff Corp., there were no interlocking officers or directors 
until the Alien Property Custodian took control and put his own 
personnel in. 

The idea in the earlier days of the interlocking directors was that 
we did not want anything going on about which we did not know 
which would be inimical to our interests. 

Senator McCarran. That is right. 

Mr. Hatsacu. And we should know what their expenses were, to 
a certain degree. 

Senator McCarran. And they should know what yours were. 

Mr. Hateacu. We were after new production. Of course, it takes 
new machinery and equipment. We should have an idea what that 
cost, and whether we felt that we could sell enough to justify that 
outlay. 

Senator McCarran. There was that interrelation between the 
two! 

Mr. Haxsacu. Yes, up to 1939, but not after I bought the 
controlling interest in General Dyestuff Corp. 

Senator McCarran. Besides your interlocking directorate ? 

Mr. Harpacn. There was no interlocking direc ctorate after I bought 
the controlling interest in General Dyestuff Corp. 

Senator McCarran. May I ask another question, Mr. Chairman. 

Between the time that you were, as I chose to term it, seized, when 
the Treasury moved in on you that day, and the time you were vested, 
who was in charge? Did the Treasury remain in charge? 

Mr, Hatsacn. No. I ran the business just the same, but they had 
a supervisor there who had the authority to go through anything, and 
we didn’t try to go against him at all. We let him see all that he 
wanted. 

The CHatrMan. May I ask a question? 

Senator Dirxsen. Yes. 

The CHairman. Were any of the directors of your company, Gen- 
eral Dyestuff, citizens of some other country aside from being Amer- 
ican citizens ? 

Mr. Hatsacn. You mean at any time? 

The CuatrMan. No; at that time in 1941 when they walked in on 
you. 
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Mr. Harsacu. I donot recall any, no, sir. 

The CHarrman. All American citizens? 

Mr. Harpacn. Yes, sir. 

Senator McCarran. What was the relation between your concern, 
or either of the concerns, the General Aniline or the General Dyestuff, 
and I. G. Farben & Co. at that time ? 

Mr. Hateacu. We imported the goods from I. G. Farben and com- 
plemented that with what we got from General Aniline or comple- 
mented General Aniline with imports, whichever way you want to 
put it. 

Senator McCarran. Was there a‘ relationship between your 
directors ? 

Mr. Harpacn. With I. G? 

Senator McCarran. Yes, sir. 

Mr. Harpacu. Never in General Dyestuff. I don’t know about the 
others. 

Senator McCarran. How about the others? 

Mr. Harsacu. I couldn’t tell you that offhand. I would have to 
look and see what the list is. I don’t recall any offhand. 

Senator McCarran. All right. 

Senator Dirksen. Start with the vesting order now. You were 
vested. That means the Alien Property Office or Custodian served 
notice on you. 

Mr. Harnacn. Yes, sir. 

Senator Drrxsen. All right, what happened ? 

Mr. Harpacu. We talked to our attor neys, naturally, and they said, 
“You might as well deliver the stock to them, because they have the 
power to “subpena it if you don’t want to give it to them,” so we might 
just as well do it gracefully, which we did. We all sent our stock in. 

I have forgotten now whether it went—it went to New York some- 
where, I think, to the Tre: SUT Y Department. 

Senator Dirksen. You say “we all sent our stock in.” 

Mr. Harsacu. All the stockholders. 

Senator Dirksen. I see. How many were there beside you? 

Mr. Hatracn. There were about 10 or 11. 

Senator Dmxsen. What happened to the company? Did you run 
the company ? 

Mr. Hatnacn. The company was—let’s see. Col. Louis Johnson 
came up from Washington and was appointed president, and I re- 
signed as president. “Mr. Matt Hickey, Matthew Hickey, from 
Chicago, was appointed vice president. I resigned as president, na- 
turally, and was retained as consultant. 

From then, as long as Colonel Johnson was President, I ran the 
business almost the same as I had before. I, of course, took to him 
anything that I thought he should know or should be interested in, 
and took up all questions of new employees and things of that sort 
with him. 

He asked, of course, for information, too, which we gave. But the 
general running of the business, I did just about the same as I 
had always done. 

Senator Drrxsen. A little bit ago Mr. Schwartz said a suit was filed 
to retrieve the company, a suit filed by you. 

Mr. Hatzacu. That is right. I filed a suit—I didn’t actually file it 
personally. It was filed by the trustees of the estate which I had 
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created. In 1940, December 6, 1940, I created an irrevocable 
trust for the benefit of my wife and two children. The trustees were 
Mr. Stilson, who was an attorney, and my wife. That was an irre- 
vocable trust. So far as I was concerned, I didn’t own that stock any 
more, 

In 1945, we felt it was advisable to bring suit for the return. It 
may have been 1944, I am not sure exactly. It must have been 1944, we 
brought suit for the return of the stock. 

Senator Dirksen. What are the names of the children, by the way? 
We probably should have that in the record. 

Mr. Hatracnu. Mrs. John L. Kemmerer and Mrs. Roy R. Bumsted. 

The Cuarrman. They were American citizens, also? 

Mr. Harsacu. They were both American citizens, and their hus 
bands had both been in the Army. 

The CuarrMan. Born in this country ¢ 

Mr. Harracu. Oh, yes, all four; husbands and daughters, all born 
here. 

Senator Dirksen. Proceed now with this suit. 

Mr. Hareacn. As I say, we brought this suit. There wasn’t any 
action taken on it for a while. 

In the meantime, a lot of things happened. I was subject to a great 
deal of publicity, not as a result of the suit, but I should say that my 
account had been blocked, my bank account had been blocked. 

Senator Dirksen. Blocked by whom ? 

Mr. Harsacu. Blocked by the Treasury. It was some 3 or 4 years 
before—— 

The Cuarrman. Was your mother born here, too? 

Mr. Harpacn. Yes. 

The Cuarrman. How old was she at that time? 

Mr. Hargacn. Eighty-six. 

The Cuarrman. Born in this country? 

Mr. Harsacn. She never knew she was blocked. I never told her. 
She died without knowing it. 

The Cuatmrman. You transferred that stock to your daughters how 
long before the Treasury stepped in the first time 

Mr. Hatsacu. About a year. It was December 6, 1940. 

Senator Dirksen. All right, sir. Proceed with the suit. 

Mr. Harsacn. Then sometime, I would say some months before— 
I think the suit was set to come up some time in January 1945, and 
some months before that, maybe 1 or 2 months or 3 months, I got word 
that the Government would like to talk settlement. 

So I told my attorney, and he got in communication with the Gov- 
ernment, the Custodian’s Office, and a lot of conversations, I suspect, 
went on. Iwas not there all of the time. 

An offer came back which I flatly refused, and I said I wouldn’t 
even submit it to the children. 

Finally, I think on the Friday, the Friday before the Monday on 
which the suit was to come up, my lawyer was notified from Wash- 
ington that $118 a share was the last word, and there wasn’t any 
more use talking about it. 

So he called me up around 5 o’clock. I went down and sat in his 
office for 2 or 3 hours. We couldn’t make up our minds. 

The Cuatrman. How did you arrive at the $118? The par value 
was $100. 
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Mr. Haxnacn. I never was told anything about the $118, but I be- 
lieve they figured interest at 6 percent for 3) years and brought it up to 
$118. 

The Cuarrman. So they paid you plus 3 years’ interest? 

Mr. Harzacu. That is right. 

Senator Dirksen. Was the stock on the market ? 

Mr. Harpacn. No. We only had 10 or 11 stockholders. 

Senator Dirksen. There were no over-the-counter dealings in that 
stock ? 

Mr. Harpacn. No. We never could have done that. We were very 
much afraid some of our competitors might buy into the company. 
That was one reason we formed away back, let’s see, when was that, im 
1939. We had a stockholders’ agreement which we all signed and 
in which we all bound ourselves to sell our stock back to the company in 
case we died or left the employ of the company. The idea of that was 
twofold. First, we wanted to perpetuate the company and its man- 
agement. We wanted to bring our own people up to perpetuate the 
company. We did not want somebody buying in from the outside 
pushing us around. We thought we had competent people and we 
knew how to train them. 

The other reason was that we wanted to protect the company from 
competition. We didn’t want it so that anybody could go out and 
take his stock with him and sell it to Du Pont or Allied Chemical or 
anybody else. 

The CHarrMan. Or a competitor? 

Mr. Hatracn. Yes, sir. 

Senator Dirksen. Did the holders place any value on the stock 
among themselves? 

Mr. Harsacu. We agreed to $100 a share. The stock was worth 
much more—I think around $700 per share. I know at one time 
Attorney General Biddle valued it at $580 per share. However, the 
$100 price was put on it at my instigation although my attorney, in 
1939, suggested we put a higher value on it. He “mentioned $200 or 
more. I said no, I don’t think that is right. What we want to deal 
with are people in the company. If we run this price up too high, you 
are going to nullify the possibility of them buying in because, after 
all, they were all salaried people, some of them very well paid. But 
1 just felt if you run this price up so high you are not going to be able 
to get the turnover and keep it in the family. 

So we did do that. Weall agreed tothat. Itold them why. Every- 
body understood and was satisfied with it. Then we had a stock 
dividend of 50 percent. About a year later we had another stock 
dividend of 100 percent which brought our holdings u I had said 
to the gentlemen with whom I was associated, especi: ally the younger 
men, it seemed to me that would be the way to carry this on. If I 
quit or retire or pass on, my stock comes in and the company buys 
my stock. If it is too much to handle, you can cut down the amount 
of issued stock and you can buy it in at 100. Then you fellows who 
are running the business will be able to keep on. They can build it up 
the same as I built it up and keep on. 

Senator Drrxsen. This settlement was made roughly 3 years after 
the company was vested ? 

Mr. Harzacu. The settlement. 
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Senator Dirksen. After the settlement was made what happened to 
the company? Did you remain with the company ? 

Mr. Harsacu. I remained with the company until August 1950. 

Senator McCarran. I do not understand your expression “settle- 
ment.” 

Senator Dirksen. There was a suit filed in 1945 and 3 or 4 days be- 
fore the suit was filed, before it was ever tried, before the issues were 
ever tried 

Senator McCarran. You got an ultimatum. 

Senator Dirksen. There were some negotiations. Finally, from the 
testimony, I gather, there was word from the Treasury Department 
here in Washington that they were making you the last and final offer 
of $118 and you could take it or leave it. 

Mr. Hatsacn. That is right. 

Senator McCarran. That was the Alien Property Custodian? 

Mr. Hatvacu. Yes. We took it. 

Senator McCarran. He did not finish that by saying it had been 
accepted or was it accepted ? 

Mr. Hateacn. Yes. I thought I said which ones were accepted. 
It was accepted. 

Senator Dirksen. In what capacity did you stay on? 

Mr. Havpack. As a consultant. 

Senator Dirksen. You mean you operated the company ? 

Mr. Hatzacn. I did for a while and then new people came in. Mr. 
Frye came in as president and some other people. 

Senator DmxKsen. Before that Mr. Johnson was president. He re- 
placed you? 

Mr. Harzacu. That is right. 

Senator Dirksen. Did he have any experience in the selling of 
dyestuffs ¢ 

Mr. Harpacn. No. 

Senator Dirksen. Did Mr. Hickey whom you mentioned a moment 
ago ¢ 

Mr. Haxsacu. No; none at all. Mr. Johnson was a lawyer and 
Mr. Hickey was a stockbroker, I believe. 

Senator Dirksen. Were there any others who had experience or 
knowledge in this field who were on the board? 

Mr. Harsacn. Nobody was ever appointed in our company who had 
any knowledge of the business. 

Senator Dirxsen. You continued in that capacity up to 1950? 

Mr. Hatpacn. That is right. 

Senator Dirksen. About when? 

Mr. Harspacn. August 1950. 

Senator Dirksen. What happened at that time? 

Mr. Hasacu. At that time I was asked to retire and it was pretty 
certain that it was meant there wasn’t any question about it. So I 
accepted it and retired. I received some—I can’t call it pension be- 
cause it was only given or voted by the board. I know it had no 
definite termination to it. 

Senator Dirksen. Did your company have a pension system ? 

Mr. Havsacu. Yes; which was inadequate and which we had taken 
out, I think when I was president in 1936. A year or two later we 
made it retroactive to 1926 for all the older employees. Then, when 
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the representatives of the Government and I talked several times about 
making that larger, it was inadequate; nothing was done with it for 
quite a number of years. I imagine it must have been around 1947 
or 1948 that it was finally taken ‘out and there was a larger pension. 

Senator Dirksen. Was this a contributory pension system ¢ 

Mr. Havsacn. Yes. 

Senator Dirksen. You say it was made larger? 

Mr. Harsacu. The pension for the indiv idual person was increased 
and the amount he would get was increased. His payment had to 
increase, 

Senator Dirksen. You were voted a pension by the board? 

Mr. Hatsacn. That was something additional, but that had nothing 
to do—that was not a definite pension for life. I was voted a pension 
by the board. 

Senator Dirksen. So you are retired now on a pension ? 

Mr. Hargacu. My pension stopped the 1st of January this year 
when they stopped paying it. 

Senator Dirksen. It stopped ? 

Mr. Harpacn. Yes. 

Senator Dirksen. You mean what? 

Mr. Hateacu. The pension of the Metropolitan Life Insurance Co. 
which I had which was the original pension is still being paid but 
the pension that the General Dyestuff paid me was stopped on the 
ist of January. 

Senator Dirksen. When you left there, evidently you went over 
into your present position as president of Verona Chemical Co.? 

Mr. Hatsacn. Yes, sir. 

Senator Dirksen. Mr. Halbach, when Mr. Frye was before us the 
other day he said Verona was competing with General Aniline and 
he did not say pirating but probably luring some of your people in. 
I think to be quite accurate I will have to read it from the record. 

This is Mr. Frye’s testimony on page 863 of the transcript, March 20, 
1953 : 

The new development which has occurred is that Mr. Halbach has apparently 
established or is in process of setting up a business to compete with General 
Aniline using largely foreign materials, German materials. He has made ar- 
rangements with some of the German dyestuff and chemical companies to repre- 
sent them in this country. In that connection he has employed, to the best of our 
knowledge, all of his personnel from General Dyestuff having employed, I be- 
lieve, 12 people to date. He has employed 12 pretty important key people from 
General Dyestuff and has attempted to employ 11 others that we know of. That 
creates a pretty difficult situation for us and of course presents a very serious 
threat to our business because if Mr. Halbach is able to raid our company and 
take the heart out of our personnel and know-how and substitute our manufac- 
tured supplies with German-made supplies, it is going to hurt both General 
Aniline and General Dyestuff Corp. pretty seriously. 

I have a reason for intruding that at this point in the hearing. You 
see, we are dealing here with a property that is now the possession 
of the United States and whatever is realized out of this and other 
confiscated properties inures to the benefits of the veterans of World 
War II. There is a special bonus, if that is the right word, or pay- 
ment made to them, particularly those who were in concentration 
camps. We are manifestly rather anxious that if and when we can 
ever terminate this operation in Government that we materialize as 
much value as we possibly can for the war claims fund. So since this 
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matter came up, I thought it was only appropriate and certainly 
fair to you to get at least “whatever comment you might have to make 
on this subject. 

Mr. Haxeacn. Well, I can start by beginning with the people. 
When I left General Dyestuff—as a matter of fact before I left it— 
a great many people came to me and asked me whether I would not 
start up for myself again and take them along. They were very 
unhappy. Conditions in the place were bad. The morale was 
terrible. 

Senator Dirksen. You say the conditions in the place. You mean 
where / 

Mr. Harsacu. I do not mean the physical conditions, I mean the 
situation in the organization was bad. People wanted out. 

Senator McCarran. You are speaking of morale ? 

Mr. Hatracn. Yes, mostly. There w as quite a lot of —— 

The CuHarrMAn. You mean among the employees? 

Mr. Harzacn. Oh, sure. 

Senator McCarran. Go a little further into detail. Why do you 
say the morale was bad? Give us something that you observed that 
you know of your own knowledge. 

Mr. Hateacu. Well, I can tell you some things. For instance, they 
had a survey made of the place. Actually when you come around 
and ask a man how his job is getting on, “What are you doing ?”, he 
says, “Well, I am working hard hoping I can get some more money. 
“How many people do you supervise?” “Five.” “We can’t do 
anything about that. If you had 10 under you, we might he able to 
get you more.” 

That isn’t helping the morale of any plase. The feeling that you 
are working for people who do not know the business and who make 
arose ary rules is very destructive of the morale and that existed. 
So, I didn’t have to ask anybody to come to me. I could have when I 
left, taken 25 or 50 if I had wanted them. I didn’t want to start up. 

About a year after I was gone, Mr. Swenson, who was the sales 
manager and who had been with me for 30 years, was put in a very 
embarrassing position. He resigned. He came to see me and told me 
he had resigned. I think I can quote him exactly. He said, “I have 
been out of there a week and you know I feel like a different person. 
I feel as if I had been out of jail or gotten out of jail.” 

I said, “Well, that is exactly the way I felt when I left there. 

Senator McCarran. Before you severed connections with "es com- 
pany did you attempt to set up another business ? 

Mr. Hargacu. I did not. 

Senator McCarran. How soon after you had severed connections 
were you set up at another place? 

Mr. Haxeacn. I severe a connections or was retired in August 1950, 
and I sent out a notice on the 1st of March of setting up a new business, 
this year, 1953. 

Senator Dirksen. You left in August of 1950? 

Mr. Harracnu. Yes. 

Senator Dirksen. You started out this new venture in March of 
1953? 

Mr. Hareacn. Yes. 

Senator McCarran. You sent out a notice you said ? 

Mr. Hatsacn. A notice to the trade I was starting in business. 
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Senator McCarran. You had not started the business before then ? 

Mr. Haxsacn. No, sir. 

Senator McCarran. In any capacity ? 

Mr. Hausacn. No, sir. 

Senator McCarran. Did you attempt during that time to get con- 
nections with the foreign concerns who would furnish you materials 
and dyestuffs and the like ? 

Mr. Harsacn. I did. I went over last fall on the 13th of November 
and went to Germany. 

Senator McCarran. Did you there make connections with the old 
concerns that you had been dealing with ? 

Mr. Hatsacn. Not old concerns. It was all 1 before and now it is 
split up into 4 different concerns. 

Senator McCarran. You knew where to go when you went over and 
who to contact ¢ 

Mr. Harracu. I didn’t know who to contact because I know faces 
hange. I hadn’t been there since 1938 or 1939, so I naturally ex- 
pected a lot of changes. 

Senator McCarran. As best you could you contacted those who 
would furnish you the materials that you had been accustomed to 
receiving ¢ 

Mr. Haxsacnu. I contacted them. 3 tried, I did exactly what the 
General Dyestuff Co. had done for 214 years. The General Dyestuff 
Co, was the largest importer of aoa dyes for the last 2 years. I 
thought if General Dyestuff can import German dyestuffs, I can. I 
am an American citizen and I have a right the same as you. 

Senator McCarran. I am not questioning your right. I am just 

ving to find out what you did. 

Senator Dirksen. Mr. Halbach, we should go back to this suit that 
was filed, the suit that was filed in 1950, is that correct? A suit to 
reopen the case. 

Mr. Harpacn. It was in 1951. It had to be filed, to escape the 
statute of limitations, 6 years after the settlement. The settlement was 
n 1945, January, so January of 1951 was the deadline. 

Senator Dirksen. What was the purpose of this suit ? 

Mr. Havsacn. To get permission to sue for the property, get per- 
mission to get back into court and have a trial. 

Senator Dirksen. That, according to Mr. Schwartz, was filed in 
a Federal court in New Jersey. 

Mr. Harsacu. The Federal court in Newark. The first decision 
was against us. We filed an appeal with the court of appeals. 

Senator Dirksen. He testified also that this was all on documents or 
briefs mainly thus far. 

Mr. Harracu. Yes, that is right. 

Senator Dirksen. So this matter has never been resolved in a court ? 

Mr. Hatpacu. No, sir, it never has. I think I ought to tell you, 
f I may, as long as we are on the question 

Senator McCarran. You say it has never been resolved in the 
courts ¢ 

Mr. Harpacu, Never. 

Senator McCarran. What are you appealing from ? 

Mr. Harsacu. Appealing from the settlement made out of court. 

Senator McCarran. In what court was the suit instituted ? 

Mr. Hatsacu. You mean the appeal? 
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Senator McCarran. No, the original suit. 

Mr. Harzacu. The original suit was filed in Newark. 

Senator McCarran. What court ? 

Mr. Harsacn. The Federal court. 

Senator McCarran. What was the result there? 

Mr. Harsacu. It was settled out of court. 

Senator McCarran. This is a new suit? 

Mr. Harrzacnu. This is a suit allowing my children to reopen the old 
suit or to reopen a new suit. 

Senator McCarran. Where is that pending? 

Mr. Harsacn. Also in Newark, now in the Court of Claims in 
Philadelphia. 

Senator Dirksen. Proceed. You were going to amplify something 
there. 

Mr. Haxrracu. I have not touched in any way on the pressures that 
were put on me from the very beginning of this difficulty. No one 
can understand this picture if they don’t realize what has been done. 
The very first thing, I think it was in 1939, I had an antitrust indict- 
ment brought against me. At that time I spoke to the Government 
attorney and I said, “I can’t understand what this suit is all about.” 
I said, “It doesn’t make any sense to me.” 

He said, “It is a nice point of law. Some day you will find out.” 
That is all I could get out of him. I think it was somewhat of a 
question we didn’t export goods so we were violating the Wilson Act 
or something of that sort. Anyhow, that suit came up for trial 
finally last year in 1952 in January before a jury, and the jury decided 
in my favor. I won that. 

Senator Dirksen. You say this was filed when ? 

Mr. Harsacu. It was filed in 1941. 

Senator Drrxsen. It has only been disposed of recently. 

Mr. Harracn. It hung over my head all the time. 

Senator Dirksen. Proceed. 

Senator McCarran. Who brought that antitrust suit? 

Mr. Harsacn. The Department of Justice, I think. 

That started the parade of unfavorable publicity. We got a lot of 
publicity out of that, I did personally. That publicity continued all 
through. My family’s accounts are blocked. I had this gift tax letter 
from the Treasury telling me I owed them a quarter of a million 
dollars for gift taxes when I set up the trust. Of course my income 
tax, which up to that time was hardly looked at, has been gone over 
with a fine tooth comb every year, and every year I have had to pay 
something—$2,000, $3,000—additional. 

Then the publicity. It seems to me that every time I get a start 
anywhere this publicity breaks loose. 

Senator McCarran. I have not got my dates straight. Am I right 
in saying that the Treasury seized this concern in 1941 ¢ 

Senator Dirksen. 1941. 

Mr. Harzacn. Yes. They didn’t seize us. 

Senator McCarran. They moved in? 

Mr. Hatsacn. Yes, sir, and put a supervisor in charge. 

Senator McCarran. That was pretty near a seizure. 

Mr. Harpacn. Yes. 

Senator McCarran. Then you were vested when ? 

Mr. Harsacu. July of 1942. 
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Senator McCarran. But this antitrust was commenced in 1939. 

Mr. Harsacn. I think that is right. I might be in error for a year. 
I am not sure. I haven’t looked it up. It was the first thing that 
happened to me. 

Senator McCarran. It had nothing to do with this seizure par- 
ticularly? 

Mr. Harsacn. I would take it that was the outgrowth—wait a 
minute. 

Senator McCarran. I am just wondering why this comes into the 
picture. 

Mr. Harsacn. It may come in 1941. That maybe. I think maybe 
that is right. 

Senator McCarran. In place of 1939? 

Mr. Harracu. Yes. I think it was in 1941. 

Senator McCarran. Was it after this so-called seizure ? 

Mr. Harreacn. I can’t tell you the exact date. It is a matter of 
record and I can get it for you and will be glad to. 

December 1941. 

Senator McCarran. I am trying to figure whether it was before 
or after the Government stepped in. 

Mr. Corcoran. It was just after the declaration of war. 

Senator McCarran. From whom did you acquire your stock in the 
first instance ? 

Mr. Harsacn. I bought it from D. A. Schmitz. I didn’t buy it 
from him but I bought it from my company, but the company bought 
it from him. 

Senator McCarran. Do you know where he acquired it ? 

Mr. Hatsacu. From Mr. Metz who was one of the original founders 
of General Dyestuff Co. 

Senator McCarran. Is it not true that stock originally came from 
Farben, a German corporation ? 

Mr. Harsacn. I don’t know how it could. It was an American cor- 
poration. It was incorporated here in New York, and Metz was an 
American citizen. He was a Congresman from New York. 

Senator McCarran. Did I. G. Farben Co. on any of their interests 
have an option on your stock at any time? 

Mr. Harsacu. There was no option on my stock when I bought it 
in 1926. 

Senator McCarran. At any time? 

Mr. Harrzacnu. Will you let me tell you? 

Senator McCarran. Yes. 

Mr. Hatzacu. There was no option when I bought it in 1926. An 
option was asked in about July of 1926, and the reason given—well, 
I will let you judge. The reason given was that we were getting long- 
term credit from abroad. We expected to do considerable business 
and we only had a capital of $600,000 and they didn’t feel it was safe 
to give us credits for large amounts to a new company with small 
capital. 

Senator McCarran. Was the option given ? 

Mr. Harpacn. It was. 

Senator McCarran. That was what year? 

Mr. Hataacn. In 1926. 
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Senator McCarran. I. G. Farben could hold the option until the 
company was vested ¢ 

Mr. Hargacu. No, sir. 

Senator McCarran. When did they relinquish the option, if at all? 

Mr. Haxpeacu. It was changed to the Marion Co. which was a 
company 

Senator McCarran. What was changed ? 

Mr. Hateacu. The option. A new option was made out. The old 
one was canceled. 

Senator McCarran. The old one was to I. G. Farben Co. ! 

Mr. Haxeacnu. That is right. 

Senator McCarran. Then the new one was to some other concern ? 

Mr. Haxeacu. Yes. 

Senator McCarran. That was just a subsidiary of I. G. Farben? 

Mr. Hatsacn. I don’t think so. It was a personal holding company 
of Mr. Smith’s. That is what he told me and I believed him. From 
that we transferred it to the Chem-Nye which was a third company. 

Senator McCarran. You are talking of the option / 

Mr. Haxgacu. Yes, sir. 

Senator McCarran. This was an option that was outstanding 
against your stock during all the time, is that not true? 

Mr. Harsacu. It was outstanding against my stock until we bought 
Mr. Schmitz’ stock which I stipulated we would not buy unless the 
option was canceled. 

Senator McCarran. When was that? 

Mr. Harsacnu. In 1939 when delivery was made. The option was 
canceled. 

Senator McCarran. In 1939? 

Mr. Harzacnu. Yes, sir. 

Senator McCarran. Who were the directors and stockholders of 
General Dyestuff prior to the start of the war in 1939? 

Mr. Haxpacu. I can’t tell you that offhand. I haven’t got the 
records here. I have been out of there. I have no access to them. 

Senator McCarran. Do you not know who the directors were and 
stockholders of General Dyestuff prior to 1939? 

Mr. Harsacn. I don’t recall offhand. I know Mr. Schmitz was a 
stockholder. Iwas. Iwasa stockholder from 1926. But there were 
others. I can’t recall. It is a matter of record. It is in the stock 
books. ‘They must have them. 

In that statement I gave there is a list. You said before 1939, 
didn’t you? 

Senator McCarran. Yes, the start of the war. Who were the di- 
rectors and stockholders of General Dyestuff prior to the start of the 
war in 1939% That was my question. What page are you reading 
from ¢ 

Mr. Hatsacu. Page 10. 

The stock which is here in the name of the trustees was in my name 
because I held it until 1940. 

Senator McCarran. I do not quite understand you there. 

Mr. Haxsacn. The 4,725 shares are listed under the trustees. Be- 
fore 1940 that stock was in my name. I bought it. 

Senator McCarran. Before 1940 it was covered by an option, too? 

Mr. Harzacu. No, sir, until 1939. 
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Senator McCarran. Until the war broke out? 

Mr. Hareacu. No. 

Senator McCarran. Before the war or after? 

Mr. Harsacu. It was covered by option until about August, 1939. 

Senator McCarran. It was transferred or the options were relin- 
quished ? 

Mr. Harpwacnu. It was canceled. 

Senator McCarran. You give a list of the stockholders here in this 
statement. The date of vesting is June 1942. I asked for the stock- 
holders in 1939. 

Mr. Harsacu. It isn’t available to me. I haven’t got it. It is in 
the records of the company. They have it in their files. 

Mr. Nairn. Mr. Halbach, to get back to your interests in Verona 
Chemical now, did you approach the Office of Alien Property with 
respect to buying out their interest in Verona Chemical or did they 
suggest it to you? 

Mr. Harsacn. I approached Mr. Frye as president of General 
Dyestuff. 

Mr. Nairn. What interest did General Dyestuff own in Verona 
Chemical ¢ 

Mr. Hatracn. They owned 49 percent approximately. 

Mr. Nairn. What offer did you make to Mr. Frye with respect to 
the stock of General Dyestuff in Verona Chemical ? 

Mr. Haxeacn. I offered him $250 a share and said I would either 
buy or sell at that price. They didn’t do either, didn’t want to do 
either. So we had several meetings and discussions about it. I finally 
made an offer of $285 a share which was accepted. 

Mr. Naren. Did the Office of Alien Property, at any time, to your 
knowledge, make an investigation of the facilities of Verona Chemical 
with the view in mind of determining whether you could use this to 
compete against General Dyestuff if it ‘fell into your hands? 

Mr. Hatsacn. Not that ‘T know of. 

Mr. Naren. In your opinion if such an investigation had been thor- 
oughly made, could they have come to the reasonable conclusion that 
in the event you got control of this corporation in its entirety you 
could become a threat or would become a threat to the sales agency of 
General Dyestuff Corp. ¢ 

Mr. “ \LBACH. I would hardly think so. 

Mr. Nartrn. The corporation as it then existed did not manufacture 
things | or sell things which would fall in competition with General 
Dyestuff ? 

‘Mr. Hatzacn. No. We supplied General Dyestuff with some inter- 
mediates which we made in Verona, and I think we sold them some 
fur dyes, but it didn’t amount tomuch. I don’t think you would think 
at that time we would be in the dyestuff business. 

Senator Dirxsen. In terms of number of people employed, how 
large is Verona Chemical ? 

Mr. Haxracn. All counted it has not more than 85 people. 

Senator Dirksen. How large is General Dyestuff ? 

Mr. Hazzacu. I don’t know what they are today. They were over 
DO. 

Senator Dirksen. Their sales volume was what compared with 
yours for any given year? 
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Mr. Hareacn. Millions. Ours was not $2 million and theirs was 
$50 million or $45 million. 

Mr. Nairn. Have you sold any dyes to date in competition with 
General Dyestutf Corp. ¢ 
Mr. Harsacu. We han e sold some dyes in the market; yes, sir. 

Mr. Narrn. In any sizable amount ? 

Mr. Hatsacu. No: I don’t think so. I wouldn’t call it sizable. 

Mr. Narrn. What do you mean by sizable or not ¢ 

Mr. Harsacu. Well, we haven’t sold any ton lots or anything like 
that. We might have sold a barrel here or there or 200- pound. lots, 
something of that. sort. 

Senator Dirksen. Mr. Hayes? 

Mr. Hayes. Mr. Halbach, you heard the testimony which the chair- 
man read attributed to Mr. Frye in which he used the term “raid,” 
raiding the employees of the General Dyestuff Corp. Will you tell 
the committee the number of people now employed by Verona Chem- 
ical Co. who were former employees of General Dyestuff ? 

Mr. Hatsacu. You mean in the Dyestuff division ? 

Mr. Hayes. Yes. 

Mr. Harsacn. In the Dyestuff division we have, I think, 12, no 
more, of which approximately half might be considered better class 
workers and the other half would be stenographers, shipping clerks, 
yr laboratory boys. 

Mr. Hayes. Have you in the statement which you have submitted 
to the record told the story of how those people came to you? 

Mr. os Yes, sir. 

Mr. Hayes. Can you in a few sentences give the committee here 
your ideas of so those people came to you, how you acquired their 
services, or whether they came to you voluntarily or otherwise? 

Mr. Hatracu. We didn’t talk to anybody who was not unhappy 
where he was. Either he told us himself or he sent word. We didn’t 
pay anybody more than they were getting in their General Dyestuff 
position. They all had to sacrifice ‘their pension because we did not 
have a pension plan. I think without exception they must have 
made, every one of them, some sacrifice to come with us. 

Mr. Hayes. Do you know the names of those individuals offhand? 

Mr. Hatsacu. You mean how to classify them ? 

Mr. Hayes. Those 12 you say came from General Dyestuff. 

Mr. Harsacn. No; I don’t. We had a letter from General Dye- 
stuff advising us about those 12 people and they talked about getting 
an injunction. 

Mr. Hares. Do you know whether they have instituted any sort of 
a program along that line? 

Mr. Haxsacu. I got a telephone message this morning from my 
son-in-law, who is vice president of the Verona Chemical Co., 
advising me the Newark Evening News had called him up and said 
there was a suit filed in the Newark Federal court or the Newark 
court by General Dyestuff Co. charging us with conspiracy and want- 
ing a statement from me, if I would make one, because they had to 
have it by 11 o’clock because they were going to press. I said I would 
not make any statement. 

Mr. Hayes. You have not been served in that suit? 
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Mr. Harsacu. That is right. Up until the time I came here no 
service had been made. I think it was an awfully childish small 
thing. 

Senator Dirksen. Is there anything more? 

Mr. Harracu. No, sir. 

Senator Dirksen. We thank you, sir. 

Is Mr. Frye here? 

You were sworn before ? 

Mr. Frye. Yes, sir. 


STATEMENT OF JACK FRYE, PRESIDENT, GENERAL ANILINE & 
FILM CORP., ACCOMPANIED BY DONALD 0. LINCOLN, COUNSEL 


Senator Dimxsen. I do not know that there is too much we need 
venture into unless Senator McCarran has a question or Mr, Hayes or 
Mr. Nairn. 

Mr. Narrn. I have no questions. 

Senator Dirksen. It ran in my mind you were going to make a 
suggestion as to how to meet this problem that we have before us at 
the present time, namely, to get this company back into private man- 
agement. I wondered whether you had brought that suggestion along 
and care to venture that to us now or do you want Mr. Lincoln to 
come up? 

Our whole hope is to liquidate this operation without having to take 
too many years in which to do it. Conseqnently, we have asked, I 
think, nearly every witness in and out of Government for any sugges- 
tions that they might have for the more expeditious liquidation of this 
activity. I wondered now whether you wanted to round out for us 
any observations or suggestions that you might have. 

Mr. Frye. I would lke to suggest or present you with a draft of the 
suggested amendment to section 9 (a) which we discussed before. I 
would have a few other points I would like to mention. 

Here is a copy of it if you would like me to read it. 

Senator Dirksen. Is it long? 

Mr. Frye. It is fairly long, about four pages. 

This is headed, “Proposed legislation.” ‘To amend section 9 (a) of 
the Trading With the Enemy Act, as amended. That section 9 (a) of 
the Trading With the Enemy Act, as amended, is amended by striking 
out the period at the end thereof and inserting in lieu thereof a colon 
and the following: 

Provided further, That upon a determination made by the President, in time of 
war or during any national emergency declared by the President, that the 
interest and welfare of the United States requires the sale of any property or 
interest or any part thereof claimed in any suit filed under this subsection and 
pending on or after the date of enactment of this proviso the Alien Property 
Custodian may sell such property or interest or part thereof, in conformity with 
law applicable to sales of property by him, at any time prior to the entry of final 
judgment in such suit. No such sale shall be made until 30 days have passed after 
the publication of notice in the Federal Register of the intention to sell. The 
proceeds of any such sale shall be deposited in a special account established in 
the Treasury, and shall be held in trust by the Secretary of the Treasury pending 
the entry of final judgment in such suit. Any recovery of any claimant in any 
such suit in respect of the property or interest or part thereof so sold shall be 
limited to the net proceeds of such sale, or, if more than one claimant, then to 
each claimant’s proportionate share of the net proceeds of such sale, unless 
such claimant, within 60 days after receipt of notice of the amount of the net 
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proceeds of sale, or, if more than one claimant, then notice of the amount of 
claimant’s asserted proportionate share of the net proceeds of sale, serves upon 
the Custodian and files with the court an election to waive all claims to the net 
proceeds and to claim just compensation instead. If the court finds that the 
claimant has established an interest, right, or title in any property in respect of 
which such an election has been served and filed, it shall proceed to determine 
the amount which will constitute just compensation for such interest, right or 
title, and shall order payment of the claimant of the amount so determined 
An order for the payment of just compensation hereunder shall be a judgment 
against the United States and shall be payable first from the net proceeds of the 
sale in an amount not to exceed the amount the claimant would have received 
had he elected to accept his proportionate part of the net proceeds of the sale 
and the balance, if any, shall be payable in the same manner as are judgments 
in cases arising under section 1346 of title 28, United States Code. The Alien 
Property Custodian shall immediately upon the entry of final judgment notify 
the Secretary of the Treasury of the determination by final judgment of the 
claimant’s interest and right to the proportionate part of the net proceeds from 
the sale, and the final determination by judgment of the amount of just compensa 
tion in the event the claimant has elected to recover just compensation for the 
interest in the property he claimed July 3, 1952. 

This, sir, in explanation, was developed by our counsel who I be- 
lieve attempted to get the best vises they could in various places as to 
a suggestion that would be constitutional and fair and reasonable and 
was, as I understand it, approved by the Attorney General last year, 
that is, Attorney General McGranery late last spring or early sum- 
mer. That is what we would like to suggest along that line. 

Senator Dirksen. I suppose your oflice has had opportunity to 
explore the constitutional aspects of such a proposal ? 

Mr. Lincoutn. We have, sir. 

Senator Dirksen. Have you any comment to make? 

Then I would suggest in addition to any informal comment that 
you may have a supporting brief to file. 

Mr. Fryer. We do have a memorandum opinion which we prepared 
at the time we were working on this legislation clause of the com- 
pany’s interest in it. I might just briefly state our conclusion. We 
are aware of the constitutional doubts with respect to this legislation 
and are also aware that it will probably be a close constitutional ques- 
tion. We concluded, however, that it would probably be held to be 
constitutional, particularly with the provisions that are in the pro- 
posed legislation. First, a finding by the President that the sale 
pending the disposition of the suit would be in the national interest. 
Second, that the claimant would have the option of receiving either 
the proceeds of the sale or just compensation. 

Senator McCarran. That embraces a full view in contemplation 
of the whole proceeding from the time of vestiture ? 

Mr. Frre. That is correct. 

Senator McCarran. Because the question of constitutionality of 
seizure of private property is very much involved there. I would 
want to give that a pretty close look as regards its constitutionality. 

Mr. Frye. We have. We realize it is a close question. I think per- 
haps to save the time of the committee I might offer this memorandum 
opinion. 

Senator Dirksen. I think it ought to be inserted at this point along 
with the proposed draft. 

(The material referred to is as follows :) 
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I. THE LEGAL QUESTION 


The question is whether Congress could lawfully authorize the Attorney 
General to dispose of vested property which is now being held pending the 
outcome of suits to establish the status of the former owners. Stated another 
way, the problem is whether Congress could constitutionally amend the Trad- 
ing With the Enemy Act in such a manner as to limit persons, whose property 
has been vested, to an action for “just compensation” by eliminating the pro- 
vision which permits former owners to seek the return of the property. 


II, INTRODUCTION—INCLUDING A DISCUSSION OF THE PRESENT REMEDIES UNDER THE 
TRADING WITH THE ENEMY ACT 


The Trading With the Enemy Act has two basic objectives: (1) To keep an 
enemy from using for his own purposes any property located within the United 
States which he owns or controls; and (2) to make that same property avail- 
able for the purposes of the United States. In order to promote the first objective, 
the act provided “freezing controls” which prohibited transfers of the property 
affected, but did not change its ownership. We are not concerned with that 
aspect of the statutory scheme. 

The second objective of the act, the utilization of the enemy property, is 
achieved by transferring the ownership of the property to the United States, 
there to remain unless the former owner can fit himself into one of the sections 
of the act which provide for return. 

While the question of what interests may be vested is not directly involved in 
our inquiry, the close relationship of the provisions of the act indicates that a 
brief description of the sections permitting vesting may be helpful background 
for a discussion of the remedies available to one whose property has been 
erroneously vested. 

Under section 7 (c) of the original Trading With the Enemy Act, operative 
during World War I, the President could seize and confiscate the property of 
an enemy or ally of an enemy. That provision is still a part of the act. At 
the outbreak of World War II, however, Congress authorized the seizure of 
another class of property by amending section 5 (b) of the act to enable the 
President to vest the property of any foreign national. Thus, friendly alien 
property as well as enemy property located in this country became liable to 
seizure. Furthermore, the act expressly provides that the Custodian’s admin- 
istrative determination of the status of the property owner shall be conclusive 
for purposes of initial transfer. This provision for summary seizure has 
consistently been held constitutional. See, for example, Commercial Trust Co. 
v. Miller (67 L. ed. 859 (1923) ). 

Recognizing the danger implicit in summary seizure, Congress provided in 
section 9 (a) of the original act a remedial procedure by which nonenemies could 
obtain redress for the sequestration of their property. As a part of the original 
act, section 9 (a) was the procedural complement of section 7 (c), and so its 
terms extend relief to a broad class of nonenemies. Specifically, it provided: 

“Any person not an enemy or ally of enemy claiming any interest, right, or 
title in any money or other property which may have been conveyed * * * to the 
Alien Property Custodian or seized by him * * * may file with the said custodian 
a notice of his claim. * * * Said claimant may institute a suit in equity * * * 
to establish the interest, right, title, or debt so claimed, and if so established the 
court shall order the payment, conveyance * * *. If suit shall be so instituted, 
then such money or property shall be retained in the custody of the Alien Prop- 
erty Custodian * * * until final judgment or decree shall be entered against the 
claimant or suit otherwise terminated” (50 U.S. C. see. 9 (a) ). 

When Congress amended section 5 (b) of the act, in 1941, so as to permit the 
vesting of property belonging to foreign nationals, it neglected to amend section 
9 (a). The result is that while the property of a foreign national can be vested, 
section 9 (a) seems to allow him to recover the property upon a mere showing 
that he is neither an enemy nor an ally. It is clear that Congress did not intend 
such a result. The Government took the position that the enactment of section 
5 (b) must be construed to have amended section 9 (a) to require that plaintiffs 
show that they were not foreigners, in order to recover. 

Since section 9 (a) is the only section which provides for a judicial determina- 
tion of the former owner’s status, and since section 7 (c) expressly provides 
that “the sole relief and remedy of any person having any claim to any money 
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or other property * * * transferred to the Alien Property Custodian shall be 
that provided by the terms of the act,” the friendly alien claimant has been 
enmeshed in a procedural dilemma. 

In the course of the past few years, this quandary has produced extensive 
litigation, finally resulting in a pair of decisions by the Supreme Court: 
Silesian American Corporation v. Clark (92 L. ed. 81 (1947) ) : Clark v. Uebersee 
Finunz-Korporation (92 L. ed. 88 (1947)). The significance of the two cases, 
insofar as we are presently concerned, is that they brought the question of 
remedies under the act into sharp focus. 

In both cases, the essence of the Government’s contention was that foreign 
nationals who were free of enemy taint could bring suit under the Tucker Act 
(28 U. S. C. sec. 250, 1940) and that this form of redress would meet the con- 
stitutional objections to the retention of friendly alien property. In so arguing, 
the Government was considerably hampered by the fact that Congress had twice 
refused to pass legislation which would have specifically outlawed suits under 
section 9 (a) and relegated alien friends to actions for just compensation under 
the Tucker Act. 

For example, H. R. 5089, 79th Congress, second session (1946), provided, in 
section 33 (a), that: 

“A foreign country or national thereof may not institute, prosecute, or further 
maintain a suit pursuant to section 9 (a) hereof in respect to any property or 
interest vested in or transferred to the Alien Property Custodian * * * or the 
net proceeds thereof. * * *” 

Section 33 (b) provided that: 

“Notwithstanding the provisions of section 7 (c) such persons shall have the 
right to bring suit in the Court of Claims for just compensation if so entitled 
under the fifth amendment.” 

This section was deleted by the House Judiciary Committee. 

The bill, containing section 33, was reintroduced as H. R. 6890 and passed by 
the House with amendments not material here. However, the same section was 
deleted by the Senate Judiciary Committee. S. 2378, 79th Congress, 2d session 
(1946). The Senate report accompanying the bill explained the deletion, page 2, 
as designed to: “eliminate the proposal to cut off the right of a friendly foreign 
national to sue for and obtain return of his property under section 9 (a), (thus 
preserving) in full these rights under section 9 (a) which the friendly foreign 
national, together with the United States citizen, has had for more than 25 
years under the act.” (8S. Rept. 1839, 79th Cong., 2d sess. (1946).) 

The Senate bill as amended by the committee was passed by both Houses 
with a few Members expressing regret over the deletion of section 33. (92d 
Congressional Record 10628 (1946).) 

In the Uebersee case the Supreme Court held that the Government’s position 
was untenable and that Congress must have intended that friendly aliens were 
entitled to bring section 9 {a) suits. In reaching this result, both the circuit 
court of appeals and the Supreme Court relied upon the congressional rejection 
of the proposed amendment. 

Therefore, redress for erroneous vesting is presently available under section 
9 (a) to former owners who can show that they are neither enemies nor allies 
of enemies nor cloaks for enemy interests. If a former owner brings suit 
before the Custodian has disposed of the property, the Custodian’s power of 
disposition is suspended, by the terms of the act, until the suit has been deter- 
mined. If no action is commenced until the Custodian has already disposed of 
the property, the claimant is limited by section 7 (c) to a suit for the net 
proceeds.” 

The present inquiry deals with the constitutionality of altering the remedy 
presently available, so as to allow the Attorney General to dispose of the property 
even though actions are pending. The problem may be conveniently divided 
into two sections, the first dealing with the constitutionality of providing com- 
pensation as the exclusive remedy under the Trading With the Enemy Act, and 
the second, dealing with the constitutionality of amending the act to authorize 
the Attorney General to dispose of property over which suits are pending. 


III. CONSTITUTIONALITY OF PROVIDING COMPENSATION AS THE EXCLUSIVE REMEDY 
UNDER THE TRADING WITH THE ENEMY ACT 


The question with which this portion of the memorandum deals is whether 
Congress could have from the outset constitutionally restricted the remedy 
afforded by the Trading With the Enemy Act to just compensation. 
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It is generally conceded that the Federal Government, in wartime as well as 
in peacetime, possesses the power to appropriate private property for a public 
use. The limitations on this power are that the use to which the property will 
be put is in execution of a Federal purpose and that there be payment of just 
compensation (Rottschaffer, Constitutional Law, secs. 294, 301, 304). The power 
to appropriate has been extensively used, and nowhere, save by way of dictum 
in the alien property cases, is there any suggestion that the Government is 
constitutionally bound to return the property. 

The Idle Foreign Merchant Vessels Act (50 U. S. C. App. sec. 1271), enacted 
in 1941, sets forth a procedure for requisitioning private property which is 
substantially analogous to the hypothetical remedy which we are considering. 
That act provides, in part (sec. 1) : 

“* * * The President is authorized and empowered * * *to purchase, requisi- 
tion, for any period during such emergency charter or requisition the use of, 
or take over the title to, or the possession of, for such use or disposition as he 
shall direct, any foreign merchant vessel which is lying idle in waters within 
the jurisdiction of the United States * * * Provided, That just compensation 
shall be determined and made to the owner or owners of any such vessel * * *.” 
{Emphasis added. ] 

While not conclusive, it is significant to note that the cases which has arisen 
under this act have not indicated any constitutional problems with respect to 
the provision that the remuneration to the former owners may be limited to 
just compensation. See, for example, United States v. Insurance Company of 
America (143 F, 2d 58 ( C. C. A. 4, 1944)); The Maret (145 F. 2d 481 (C. C. A. 
3, 1944)). There appears to be no requirement that the property be returned 
to the former owners at the end of the emergency. 

Furthermore, there is excellent Supreme Court authority for the proposition 
that the Government can requisition friendly alien property upon condition that 
it pay the former owner just compensation. Russian Volunteer Fleet v. United 
States (75 L. ed. 473 (1931) ), was decided long before the Idle Foreign Merchant 
Vessels Act was promulgated. The Government requisitioned contracts for the 
construction of two vessels. The alien friend sued for just compensation, and 
the Court of Claims dismissed the petition. The Supreme Court, in reversing, 
held, page 476: 

“The petitioner was an alien friend, and as such was entitled to the protection 
of the fifth amendment of the Federal Constitution (citing cases). Bxerting by 
its authorized agent the power of eminent domain in taking the petitioner’s prop- 
erty, the United States became bound to pay just compensation.” 

The Russian Volunteer Fleet case has been extensively cited for the proposi- 
tion that alien friends are entitled to the protection of the fifth amendment; 
it seems to be equally good precedent for establishing the standard of redress 
which must be afforded former owners of requisitioned property—just compen- 
sation. 

It should be observed, however, that in the situations discussed above, the 
private property was requisitioned solely because the Government had an affirma- 
tive need for it. But it must be recognized that, as a practical matter, the 
Jovernment does vest alien property which may not be especially useful, that 
is, not especially useful in the same way as a particular tract of land taken 
by eminent domain, or a particular vessel taken under the Idle Foreign Mer- 
chant Vessels Act. One of the motivating factors in the vesting of alien prop- 
erty is the prevention of enemy use of the property; this objective may have 
nothing to do with the Government’s need of the property. On the other hand, 
the Trading With the Enemy Act does set forth a procedure for “freezing” 
alien property, specifically designed to meet the situation in which the major 
purpose is the prevention of enemy use. Hence, it could be argued that the 
vesting (rather than freezing) of the property reflects a determination that its 
use is required for a public purpose. Nevertheless, the realities are often 
otherwise,’ and it is probably this factor which has caused several courts, in 


* See, for example, Annual Report, Office of Alien Property Custodian, fiscal year 1945, 


p. 1, which states: 
“WARTIME OBJECTIVES 


“During the course of the war it has been the primary function of the Office of Alien 
Property Custodian to mobilize in the interest of the war effort all productive enemy 
assets in the United States. With this aim in view the Custodian has taken title to, or 
placed under his control, chiefly enemy business enterprises, patents, real estate. and 
tangible personalty. He has also taken over other properties, not necessarily of value to 
the war effort, because they required active management to conserve their value. 
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dealing with alien property cases, to express doubt as to whether the Govern- 
ment could lawfully discharge its obligation in respect of requisitioned property 
by merely establishing a procedure for compensation. 

One of the cases in which such doubt was expressed is Sielcken-Schwarz y, 
imerican Factors 60 F. 2d 43 (CCA 2d, 1932), cert den. 77 L. Ed. 565 (19382) ). 
The Custodian had vested the stock of a nonenemy and sold the stock to the 
defendant before plaintiff commenced any action. Plaintiff then sued the pur 
chaser for the actual value of the stock, alleging that the sale was invalid. The 
court held the sale valid ; it then continued, page 45: 

“As to its validity, it is not necessary to say whether Congress could have 
authorized the sale of a citizen’s property, merely by giving him a claim to the 
proceeds. That might be too far to go merely to avoid difficulties of adminis- 
tration; though even this is perhaps not wholly free from doubt, for much may 
be done which is in fact in excess of a power, if it be essential to its effective 
exercise.” 

This doubt was somewhat extended in Standard Oil Co. v. Markham (57 F 
Supp. 332 (S. D. N. Y. 1944)). The claimant had brought a section 9 (a) suit 
to recover control of patents which had been vested by the Alien Property Cus 
todian. While that action was pending, claimant brought this action to enjoin 
the Custodian from disposing of the patents until final determination of the 
section 9 (a) proceeding. The court recognized the unlawfulness of the Cus- 
todian’s disposing of the patents, but refused the injunction on the basis that 
the plaintiff's fears were probably groundless. By way of dictum, the court 
stated, page 334: 

“The existence of a right upon the part of claimant to regain his wrongfully 
seized property, and to do so completely, is essential to the constitutionality of 
the act.” [Emphasis added. ] 

And the opinion of the circuit court of appeals in Uebersee Finanz-Korporation 
v. Markham (158 F. 2d 313 (CCA D. C., 1947)), presents another example of 
judicial reluctance with respect to restricting former owners to actions for com 
pensation. The Government strenuously contended that alien friends, whose 
property was vested under section 5 (b) of the Trading With the Enemy Act, 
had no standing to sue for the return of their property, but were limited to 
actions for compensation under the Tucker Act. In denying this contention, the 
court stated, page 315: 

“In any event, to sustain the Custodian’s position not only would require a 
major job of statutory reconstruction, but would also—as to the property of 
friendly aliens—raise grave doubts as to the constitutionality of the law.” 

And iater, after surmising that Congress had refused to enact the Custodian’s 
interpretation into law because it intended alien friends to be allowed to seek the 
return of their property, the court said, page 316: 

“But even if that conjecture be dismissed, there is nothing to support the theory 
of the Custodian that the new legislation eliminated all remedy as to all foreign 
rights. For obviously such a purpose would run headlong into constitutional 
objections.” [Emphasis added.] 

On the other hand, Judge Edgerton, dissenting in the above case, stated, page 
316: 

“The Tucker Act (28 U. 8S. C. A. sec. 250), permits recovery in the Court of 
Claims on any claim ‘founded upon the Constitution of the United States or any 
law of Congress * * * for] upon any contract, express or implied, with the 
Government of the United States * * * And ‘it is well settled by many deci- 
sions of which we need only cite the last (Yearsley v. W. A. Ross (309 U. 8. 18) 
that when the United States seizes the property of an individual, not an enemy, 
in pursuance of a public purpose, it impliedly promises to pay just compensation, 
and that promise is “just compensation” under the fifth amendment.’ Silesian- 
American Corporation vy. Markham, 2 Cir., 156 F. 2d 793, 797.)” 

The Supreme Court affirmed the majority opinion in Clark v. Uebersee Finanz- 
Korporation (92 L. Ed. 88 (1947)) without mentioning the possibility of un- 
constitutionality if the Government’s interpretation were adopted. And, it may 
be significant to note that, in Silesian American Corporation v. Clark, (92 L. Ed. 
81 (1947)), decided on the same date, the Supreme Court made the following 
comment, page 88: 


“Title to other enemy assets in the United States, which were frozen by the Treasury 
Department, was not seized, but continued to remain with the enemy owners. Since war- 
time objectives required only the immobilization of these assets, and no serious impairment 
of their value could result from lack of active management, this more general control by 
the Treasury has been considered adequate for war purposes.” {Emphasis added.) 
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“The Constitution guarantees to friendly aliens the right to just compensation 
for the requisitioning of their property by the United States. Russian Voluntcer 
Fleet v. United States, supra. We must assume that the United States will meet 
its obligations under the Constitution. Consequently, friendly aliens will be 
compensated for any property taken * * *” [Emphasis added.] 

The above-quoted passage seems to be the most recent, as well as the most 
authoritative, statement dealing with the question; its implication is that com 
pensation alone would be sufficient to discharge the Government of its constitu- 
tional obligations. 

Mr. Bishop, writing in 62 Harvard Law Review 721, at page 751, in discussing 
the above quotation, points out that: 

“It speaks of the nonenemy alien’s right to ‘just compensation’ for the taking 
of his property. But such a right would seem not to exist, or at least to be 
redundant, if he may recover the property itself in a suit under section 9 (a) 
of the Trading With the Enemy Act, for in that case there would be no ‘taking’.” 

Although it is not clear that, under the present act, alien friends may sue 
to recover the property, it may be well to complete the picture by demonstrating 
that the case upon which the circuit court of appeals, in the Uebersee Case, 
based its view that limiting alien friends to an action for compensation would 
“raise grave doubts,” does not wholly support that view. The court cited 
Becker Steel Co. v. Cummings (80 L. Ed. 54 (1985)). In that case, the Supreme 
Court stated, page 59: 

“The seizure and detention which the statute commands and the denial of any 
remedy except that afforded by section 9 (a) would be of doubtful constitution 
ality if the remedy given were inadequate to secure to the nonenemy owner 
either the return of his property or compensation for it * * * The implication 
that by the appropriation of private property to public use the United States 
undertakes to make just compensation for it * * * must likewise enter into the 
construction of a statute giving to a nonenemy a remedy for the seizure of his 
property as a war measure.” [Emphasis added.] 

The alterantive remedies which the Supreme Court appears to sanction, by the 
above statement, provide as clear an index of the constitutional limits as any 
yet enunciated. 


IV. CONSTITUTIONALITY OF AMENDING THE TRADING WITH THE ENEMY ACT TO ENABLE 
rHE ATTORNEY GENERAL TO DISPOSE OF PROPERTY OVER WHICH SUITS ARE PENDING 


Having surmised that Congress might have constitutionality limited the rem 
edy for claimants, whose property was vested by the custodian, to an action for 
compensation, we turn to the question of whether Congress, having already 
provided that the property shall be retained pending the outcome of the suit, can 
validly amend the act so as to permit the Attorney General to dispose of the 
property, relegating the claimant to an action for just compensation. The pro- 
posed amendment would be tantamount to a repeal of a portion of section 9 (a). 
In determining the constitutionality of such an amendment, we are no longer 
solely concerned with problems peculiar to the Trading With the Enemy Act: 
we are entering a broader field—covering the general concepts of retroactivity 
and sovereign immunity. 

The Constitution does not expressly prohibit the enactment of retrospective 
legislation, except in situations involving criminal proceedings. Nevertheless, 
it has long been established that there is one type of retroactive law dealing 
with civil affairs, which raises constitutional problems. The fifth amendment 
has been interpreted to prohibit Congress from passing any statute which oper 
ates to divert “vested rights.” 

The term “vested right” is exceedingly difficult to define. Its definition 
varies according to the field of law to which the term is applied. For this reason 
it is difficult to predict whether a right will be held to be vested or not, by analo- 
gizing dissimilar fact situations. However, the Portal-to-Portal Act, which 
destroyed certain rights granted by the Fair Labor Standards Act, recently 
gave rise to extensive consideration of the concept of vested rights. In Ferrer 
v. Waterman 8. S. Corp. (76 F. Supp. 601 (D. C. P. R. 1948), one of the many 
cases dealing with that subject, the court adopted the following definition of a 
“vested right,” page 602: 

“Without reference to a dictionary definition we would define it as a right 
so fixed, that it is not dependent on any future act, contingency, or decision to 
make it more secure * * *, The right of appellees at the time of the rendition of 
the judgment of the courts contained in the decree was not fixed in the sense 
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that it was settled. It was an inchoate right, which would become vested upon 
the happening of one of two events, viz, an affirmance of the decree of the trial 
court * * *, or by the expiration of the period allowed at the time in which 
to take an appeal.” 

While no direct authority has been found on the point, it seems that the 
claimants wold not have a vested right in the property itself. This results 
from the fact that reacquisition is contingent upon proof of total freedom from 
enemy taint. Until a court decrees that the claimants are entitled to the re- 
turn, it could not be said that their rights in the property are vested. At the 
time of the seizure, the President had the power to use, administer, liquidate, sell, 
or otherwise dispose of the vested property, and it has been consistently held 
that the title passes to the Government from that moment. Of course, it may 
be argued that the power thus granted is considerably lessened as of the time 
the claimant initiates his section 9 (a) proceeding; for, from that moment, the 
act directs the Government to hold the property pending determination of the 
suit. 

Following this reasoning, it may be surmised that, although the claimant 
inay have no vested right in the property, he has an assurance that no dis- 
position will be made of it until his claim has been adjudicated. This is little 
more than the right to bring an action to recover the property. But it is this 
right which the proposed amendment will extinguish. Our question now be- 
comes, Is the right to sue for the return of the property a vested right, pro- 
tected against retroactive withdrawal? 

We have now reached another refinement of the concept of “retroactivity” ; 
as stated in United States vy. National City Lines (80 F. Supp. 734, 738 (S. D. 
Cal. 1948)): 

“The principle which forbids application of new enactments or revisions to 
pending actions applies to statutes dealing with substantive rights only (citing 
cases). At times, it is difficult to draw a distinct line between substantive law 
and procedure. And many procedural changes have, historically, had a lasting 
effect on substantive rights * * *.” [Emphasis added.] 

So, it appears that tke question of whether the right which the claimants 
have is protected against divestment by the fifth amendment may depend upon 
whether it is to be considered substantive or merely procedural or remedial. 

In this connection, American Jurisprudence states that: 

“As a general rule, * * * the legislative branch of Government, whether 
Federal or State, may pass retrospective laws, such as, in their operation, may 
alfect suits pending and give to a party a remedy which he did not previously 
possess, or modify an existing remedy * * *” (11 Am. Jur. sec. 382). 

In United States v. Standard Oil Co. of California (21 F. Supp. 645 (S. D. Cal. 
1937) ; affd. 107 F. 24 402 (CCA 10th 1988) ; cert. den. 84 L. Ed. 1086), the United 
States brought suit to be declared the owner of certain oil lands. Some of 
the language of the opinion of the district court is apposite, pp. 660, 661: 

“While a litigant may acquire a vested right to be compensated for loss immune 
from legislative encroachment by retroactive statute (citing cases), no vested 
right exists in the measure of compensation * * * [Italics added.] 

“When a right of action exists and has matured into a cause of action, a 
legislative enactment which affects the remedy is valid even if the remedy re- 
maining is less efficacious and, in actual practice, may result in a smaller re- 
covery than before. Provided, of course, a remedy is left which allows a means 
of compensation for actual loss. As said in Gibbes v. Zimmerman, supra (78 L. 
Kd. 342): ‘The appellant says the act of March 9 arbitrarily deprives him of a 
remedy for the enforcement of stockholders’ liability, which remedy was his 
property, and was taken from his without due process. But although a vested 
cause of action is property and is protected from arbitrary interference * * *, 
the appellant has no property, in the constitutional sense, in any particular 
form of remedy; all that he is guaranteed by the fourteenth amendment is the 
preservation of his substantial right to redress by some effective procedure. 
(Citing cases).” [Italics added.] 

The general rule with respect to retroactive statutes seems to be that, so 
long as some reasonable remedy is left to the litigant, the modification of a 
remedy previously granted does not constitute a denial of due process. In addi- 
tion to that rule, there is a related body of law dealing with the more limited 
question of the validity of withdrawing or modifying remedies which have been 


granted against the Government. Under it, the basic consideration is sov- 
ereign immunity. 
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It is elementary that the sovereign cannot be sued without its consent. As 
a corollary of that doctrine it has been held that the right of action against 
the sovereign is not a vested right since the consent may be withdrawn at any 
time. 

Lynch vy. United States (78 L. Ed. 1434 (1934) ), is one of the landmark cases 
dealing with the relationship between vested rights and sovereign immunity. 
The case involved war risk insurance, for which the insured had paid monthly 
premiums. After the death of the insured, Congress repealed the act by which 
the United States undertook to make compensation to the beneficiary. The 
court determined that the beneficiary’s right had become “vested,” and the case 
turned on whether Congress had sought to abrogate the right or merely the 
remedy. The Supreme Court held that, since Congress had attempted to 
repeal the right, the act was unconstitutional. But the court explicitly stated 
that, had Congress merely withdrawn the remedy, there would be no violation 
of the fifth amendment, because it is within the power of Congress to withdraw 
the consent of the United States to be sued. The court’s language, in this 
respect, Was sweeping, page 1442: 

“Although consent to sue was thus given when the policy issued, Congress 
retained power to withdraw the consent at any time. For consent to sue the 
United States is a privilege accorded; not the grant of a property right pro- 
tected by the fifth amendment. The consent may be withdrawn, although given 
after much deliberation and for a pecuniary consideration (citing cases). The 
sovereign’s immunity from suit exists whatever the character of the proceeding 
or the source of the right sought to be enforced. It applies alike to causes of 
action arising under Acts of Congress, * * * and to those arising from some 
violation of rights conferred upon the citizen by the Constitution.” [Emphasis 
added. ] 

In the alien property situation, the initial act of the Government was to seize 
the property. The seizure might have been unconstitutional unless some remedy 
had been provided for citizens and alien friends. Therefore, the validity of 
the retention may depend upon the continued existence of some form of remedy. 
We have assumed that the payment of just compensation is a sufficient remedy 
to meet the constitutional requirement for the initial seizure. If that assump- 
tion is correct, no objection can be raised concerning the validity of the retention, 
so long as a remedy of at least that magnitude is afforded. The only objection 
available would be directed to the withdrawal of a particular remedy which 
was not initially required in order to make the seizure valid. In other words, 
the most strenuous objection which could be raised if the proposed amendment 
is enacted is not that the enactment makes the retention of the property uncon- 
stitutional, but only that the withdrawal itself is invalid. But the Lynch case 
seems to answer that objection by the statement that the “right” to sue the 
United States is not proteced by the fifth amendment, because it is not a property 
right ; hence the consent may be withdrawn. 

See also Duke Power Co. v. South Carolina Tar Commission (81 F. 2d 5138 
(CCA 7 1936)); Hamevig v. United States (84 F. Supp. 743 (Ct. Cl. 1949)); 
and Wilner v. United States (68 F. 2d 442 (CCA 7 1934) ), a companion case of 
Lynch v. United States, in which the court quoted the following sentence, page 445: 
“A party cannot have any vested right in a remedy conferred by an act of 
Congress to prevent Congress from modifying it or adding new conditions to its 
exercise.” 

The doctrine of the Lynch case was affirmed in Cummings v. Deutche Bank 
(81 L, Ed. 545 (1937) ), a case involving compensation for enemy property which 
had been vested. After World War I, Congress enacted the Settlement of War 
Claims Act, permitting enemies to seek a return of property which had been 
vested from them. Congress later passed a joint resolution declaring that such 
property should be retained by the Custodian until the German Government 
made suitable provisions for the satisfaction of the claims of American na- 
tionals against it. The plaintiff here, an enemy alien, contested the constitu- 
tionality of the joint resolution. The court held that the consent of the United 
States to be sued, although revocable at any time, had not been revoked. Never- 
theless, recovery was denied on the ground that the qualification of the right, 
imposed by the resolution, was valid—since the claimants were enemies. 

Pilueger v. United States (121 F. 2d (C. C. A. D. C. 1941), cert. den. 86 
L. Ed. 497 (1941)), also involved the Trading With the Enemy Act, but there 
was no problem of withdrawal of a remedy. For that reason it is perhaps more 
pertinent to the question discussed in the preceding section of this memorandum ; 
however, because of its relationship to the Lynch case, it is presented here. 
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Property belonging to the claimant, a naturalized American citizen, had been 
vested and sold. The Custodian turned over to him the proceeds of the sale. 
The claimant challenged the constitutionality of the provision of the act which 
limited his recovery to the net proceeds from the sale, alleging that the proceeds 
were far less than just compensation. The court held that the claimant 
was without a remedy, even if the allegation were true, page 735: 

“Even if we concluded that the congressional limitation of remedy to the 
amounts of ‘net proceeds,’ instead of just compensation, was unconstitutional, the 
effect would be to invalidate the entire statute and to remove all of the pro- 
vision for remedy under which appellant seeks to proceed * * * But we need not 
pass on the point, for the immunity of the sovereign from suit is paramount, 
even over rights founded upon the Constitution.” [Emphasis added. ] 

The court then discussed the Lynch case, and found its statements, with respect 
to sovereign immunity, controlling. It continued, page 735: 

“We are of opinion, therefore, that Congress having in express and unam- 
biguous language declared that both relief and remedy should be limited to the 
property coming into the hands of the Custodian or if disposed of by him, to 
its net proceeds, and it appearing here that appellant has already received all 
that Congress said he might sue for and recover, his suit for more cannot be 
maintained and the argument on constitutionality is beside the point. The fifth 
amendment of the Constitution does not, as appellant assumes in his complaint, 
of itself confer jurisdiction in the court below to entertain a suit against the 
sovereign. See Lynch v. United States, supra.” [Emphasis added.] 

Guessefeldt vy. McGrath (89 F. Supp. 344 (D. C. D. C. 1950)) is another alien 
property case which followed the Lynch doctrine. However, it, like the Deutsche 
Bank case, involved a German national, and therefore its holding may not be 
relied upon for the purposes of this inquiry. Nevertheless, the court’s interpreta- 
tion of the Lynch case is pertinent, page 347: 

“This act (the Trading With the Enemy Act), being one in which the sovereign 
consents to be sued, is one of grace and must be strictly construed. Jt is subject 
to revision or complete repeal at «ny time. Lynch v. United States.” [Emphasis 
added. | 

Still more recently, in Duisberg v. United States (89 F. Supp. 1019 (1950) ; 
cert. den. Nov. 27, 1950, 19 U. S. L. Week 3149), the Court of Claims had occasion 
to consider the extent to which the doctrine of sovereign immunity impinges 
upon the fifth amendment in the Trading With the Enemy Act context. The 
claimant, a loyal American citizen, having failed in an action brought under 
section 9 (a) (dismissed with prejudice for failure to prosecute), brought suit 
under the Tucker Act for just compensation, founding his cause of action on 
the fifth amendment. 

The court held that he was limited to the remedies granted by the Trading 
With the Enemy Act, notwithstanding the fifth amendment guaranties. In so 
doing, it quoted from the Lynch case that portion which has already been set 
forth, indicating that consent to sue the United States is a privilege, and, as such, 
it may be modified or withdrawn. The court paraphrased and answered the 
claimant's argument in the following language, page 1022: 

“The plaintiff does not allege that the relief so provided is inadequate, but his 
arguments are directed to the proposition that such language should not be 
construed as withdrawing or curtailing the privilege of suit against the Govern- 
ment to enforce obligations arising under the Constitution. However, it is 
apparent that the relief so provided is adequate except in the case where property 
vested by the Alien Property Custodian has diminished in value subsequent to 
its taking or where such property has been sold leaving proceeds less than its 
fair value at the time of taking. But even in such cases, Congress has the power 
not only to accord the privilege of suit against the Government in whatever 
manner or form it chooses, but to withdraw it as well and this applies alike to 
causes of action arising under an act of Congress and to those arising under 
the Constitution. Lynch vy. United States, supra.” [Emphasis added.] 

The language quoted above represents the most recent indication of the extent 
to which the courts may go in approving retroactive legislation of the type which 
we are considering. 

Vv. CONCLUSION 


Whether Congress may now validly amend the Trading With the Enemy Act 
in such a manner as to permit the Attorney General to dispose of vested property, 
notwithstanding the pendancy of an action under section 9 (a) for return of the 
property, depends upon the determination of two distinct issues. In order to 
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sustain such an amendment, it would be necessary to demonstrate, first, that just 
compensation alone is an adequate remedy, and, second, that the retroactive 
features of the amendment are conformable with due process. 

The first inquiry, whether a suit for just compensation is an adequate remedy 
under the fifth amendment, is not wholly free from doubt. The problem has 
risen obliquely in several cases. 

The lower courts have shown a tendency to require a procedure by which the 
former Owners may recover their property if they sustain the burden of proving 
their status, This reaction seems to stem from a traditional belief in the 
inviolability of property rights, coupled with a feeling that complete divestment 
as distinguished from initial transfer should not lightly be condoned solely 
to facilitate ease of administration. Those concepts, although perhaps more 
appropriate considerations for legislative concern, do have a direct influence on 
judicial determinations where objections have been raised under the aegis of the 
fifth amendment. The fact that the principal motive for such an enactment would 
be governmental convenience would undoubtedly deter some judges. However, 
the Supreme Court has indicated, in dicta, that a provision for compensation 
would have been adequate. Whether a holding to that effect could be obtained 
is difficult to predict because of the presence of extra-legal factors, but, at least, 
the indications are that the remedy of compensation would be sufficient. 

Assuming the sufficiency of affording a suit for compensation, with the above 
qualifications, the validity of the amendment is governed by the constitutionality 
of its retroactive features. 

As a general rule, retroactive enactments are valid unless they operate to 
divest rights which are vested. It seems doubtful that former owners have vested 
rights in the property itself. Title to that property passed to the Government at 
the time of seizure. Probably the commencement of a section 9 (a) suit does not 
operate to revest title in the claimant, although this point has not been passed 
upon judicially. Unquestionably the commencement of the suit does restrict 
the Custodian’s powers over the property, under the present statutory scheme; 
but it is still necessary for the claimant to prove total freedom from enemy 
taint, and in that respect the right seems to be “dependent upon a future act, 
contingency, or decision to make it more secure.” 

Even apart from the fact that the United States is being sued, the rule seems 
to be that litigants do not have any vested right to a particular remedy. And, 
in actions brought against the United States, the rule seems to be even more 
settled. The cases (particularly those involving the Trading With the Enemy 
Act) indicate that the sovereign may withdraw its consent to be sued in a par- 
ticular manner, even though the cause of action arose from the violation of a 
right conferred by the Constitution. But, since the question has never been 
directly presented, at least in a case brought by a loyal American, the answer 
involves some degree of speculation. Furthermore, the issue, governed as it is by 
the somewhat nebulous concept of due process, is unusually susceptible to the 
influences of political and other extralegal considerations. Those factors operate 
to limit predictability: but disregarding them, the indications are that an 
amendment to the Trading With the Enemy Act permitting the Attorney General 
to dispose of the property in question, would be constitutional. 


SUPPLEMENTAL Brier ON PROPOSED SECTION 9 (a) AMENDMENT FiLep WITH 
SUBCOMMITTEE BY STEPTOE & JOHNSON 


SUMMARY OF EXISTING LEGISLATION 


Section 7 (c) of the original Trading With the Enemy Act, operative during 
World War I, authorized the President to seize and confiscate the property of 
an enemy or ally of an enemy. That provision is still a part of the act. At 
the outbreak of World War II, however, Congress authorized the seizure of 
another class of property by amending section 5 (b) of the act to enable the 
President to vest the property of any foreign national. Thus, friendly alien 
property as well as enemy property located in this country became liable to 
seizure. This provision for summary seizure has consistently been held con- 
stitutional. See, for example, Stoehr v. Wallace (255 U. S. 239 (1921)); Com- 
mercial Trust Co. vy. Miller (262 U. S. 51 (1923)). Moreover, it has been held 
that, “in exercising his powers of seizure the Alien Property Custodian is not 








7OS8 ADMINISTRATION OF TRADING WITH THE ENEMY ACT 


restrained by the due process or just compensation requirements of the Con- 
stitution.” N. V. Montan Export-Metaal Handel-Maatschappij v. United States 
(102 F. Supp. 1016, 1018 (Ct. Cl. 1952)); Cummings v. Deutsche Bank (300 
U. S. 115 (1987) ). 

Nevertheless, Congress recognized the problems implicit in summary seizure 
and provided in section 9 (a) of the original act a remedial procedure by which 
nonenemies could obtain relief upon proof of their status. That section pro- 
vides, in part: 

“Any person not an enemy or ally of enemy claiming any interest, right or 
title in any money or other property which may have been conveyed * * * to 
the Alien Property Custodian or seized by him * * * may file with said cus- 
todian a notice of his claim * * *. Said claimant may institute a suit in 
equity * * * to establish the interest, right, title or debt so claimed, and if so 
established the court shall order the payment, conveyance * * *. If suit shall 
be so instituted, then such money or property shall be retained in the custody 
of the Alien Property Custodian * * * until final judgment or decree shall be 
entered against the claimant or suit otherwise terminated” (50 U. S. C. A. 
section 9 (a)). 

Under the provision set forth above, redress for erroneous vesting is available 
to former owners who can show that they are neither enemies nor allies of 
enemies nor “cloaks” for enemy interests. Clark vy. Uebersee Finanz-Korpora 
tion (332 U. S. 480 (1947)). If a former owner brings suit before the Custodian 
has disposed of the property, the Custodian’s power of disposition is suspended, 
by the terms of the act, until the suit has been determined. If no action is 
commenced until the Custodian has already disposed of the property, the claim- 
ant is limited by section 7 (c) toa suit for the “net proceeds.” 


NEED FOR LEGISLATION 


The present statutory scheme, requiring the retention by the Government of 
properties against which section 9 (a) suits are pending, creates substantial 
hardships which operate to the disadvantage of the Government as well as the 
minority owners of such properties. The disadvantages are particularly serious 
with respect to corporations of which the controlling stock interests have been 
vested. In many such cases the corporations have been administered by the 
Government for more than 10 years. The primary economic disadvantage ac- 
companying such prolonged Government control is the inability of the corpora- 
tion to obtain new capital. Thus, while competitors undertake extensive ex- 
pansion programs, a corporation whose stock has been vested is unable to expand. 
The only sources for funds are earnings and borrowing, and amounts available 
from those sources are limited and generally insufficient. 

In addition, corporations of this class have other unique and burdensome 
problems. It is difficult for such corporations to attract and keep key personnel 
because of the uncertainty of future ownership and because of their inability to 
match the salaries and other remuneration offered by competitors. Potential 
suppliers and purchasers, and others having commercial dealings with such 
corporations, are reluctant to enter into long-term arrangements because of the 
uncertainty of future ownership; this factor makes planning difficult and 
creates instability in the corporations’ operations. 

To the extent that adverse financial consequences ensue to the corporation be- 
cause of Government ownership, the Government also suffers economic dis- 
advantages. The longer restrictions accompanying Government ownership pre- 
vail, the weaker the corporation’s position in the industry will be and the 
less the stock will bring when it is ultimately sold. As the value of the vested 
stock decreases, the proceeds available for payment to prisoners of war and 
other designated beneficiaries, are lowered. 

Continued Government ownership which prevents expansion, results in de- 
creased value of the stock, and is responsible for loss of key personnel also seri- 
ously damages the interests of minority shareholders. In most cases these share- 
holders are loyal American citizens who have no connection with the former 
owners of the majority interest. 

Under the act as presently framed, the likelihood of continued Government 
ownership has become much stronger as a result of a recent decision by the 
Supreme Court, Kaufman v. Societe Internationale et al. (346 U. 8. 156 (1952) ). 
That case, which permits not only the former owners of vested stock, but also 
those who assert an indirect interest in such stock, to intervene in section 9 (a) 








ADMINISTRATION OF TRADING WITH THE ENEMY ACT 709 


litigation, has resulted and will continue to result in postponing the ultimate 
disposition of section 9 (a) suits.’ 

As a result, it is entirely clear that remedial legislation is needed to free the 
property from the burdensome restrictions presently imposed and at the same 
time to protect litigants whose rights have not yet been judicially determined. 


SUMMARY OF PROPOSED LEGISLATION 


The economic situation confronting both the Government and minority share- 
holders of corporations, the majority interests of which have been vested under 
the act, indicates the desirability of modifying the present legal restriction upon 
the Custodian relative to his authority to sell property which is the subject of 
section 9 (a) litigation. The proposed bill amends section 9 (a) of the Trading 
With the Enemy Act by adding a proviso which permits sale of such property 
under limited circumstances. By the terms of the amendment, such property 
may be sold if, during a war or national emergency, declared by the President, 
the President determines that the interest and welfare of the United States re- 
quires such sale. The sale of this property would be made in conformity with 
the law applicable to other sales of property by the Custodian, namely, sections 
5 (b) and 12 of the Trading With the Enemy Act. Notice of the intention to 
sell must be published in the Federal Register 30 days in advance of the sale. 
The property could be sold only to American citizens, at public sale to the high- 
est bidder, unless such bid is rejected by the Custodian upon the order of the 
President. 

The proposed bill requires that the proceeds of the sale shall be deposited in a 
special account in the United States Treasury and shall be held in trust by the 
Secretary of the Treasury pending the entry of final judgment by the court in 
the section 9 (a) action. 

If the claimant is successful in the section 9 (a) action and the property 
which was the subject of the action has been sold, the claimant has the election 
of receiving the net proceeds of the sale or claiming just compensation. The 
claimant will receive notice of the amount of the net proceeds of sale. If the 
claimant elects to take just compensation, the court in which the section 9 (a) 
action is pending is required to determine in the same proceeding, the just com- 
pensation to which the claimant is entitled. 


CONSTITUTION ALITY OF PROPOSED AMENDMENT 


As heretofore indicated, in addition to all of the other statutory safeguards 
pertaining to sales of vested property, the proposed amendment requires the 
following conditions: 

1, The sale may take place only in time of war or during a national emergency 
declared by the President. 

2. The President must determine that the interest and national welfare of 
the United States require the sale. 

3. Thirty days’ notice must be given. 

4. The claimant must be granted an election between just compensation and 
the proceeds of sale. 

Although none of those safeguards are essential to the constitutionality of the 
proposed amendment, each of them imparts attributes of due process, so that 
their aggregate assures the claimant of a remedy which is both eminently fair 
and constitutionality sufficient. 


Just compensation alone would be an adequate remedy 


So far as mere constitutionality is concerned, the single remedy of just com- 
pensation would be sufficient. The adequacy of just compensation as a remedy 
for nonenemies or alien friends whose property has been vested, has been assumed 
by the Supreme Court in an unbroken line of cases commencing with the enact- 
ment of the statute. For example, in Becker Steel Co. v. Cummings (296 U. S. 74, 
79 (1985) ), the court stated: 

“The seizure and detention which the statute commands and the denial of any 
remedy except that afforded by section 9 (a) would be of doubtful constitutional- 





* The courts have interpreted the Kaufman case quite broadly, and have permitted inter- 
vention by still other types of interests, with consequent delay to pending proceedings. 
Societe Internationale v. McGrath (17 F. R. Serv. 394 (D. C. D. C., 1952)); Albert v. 
McGrath ((D. C. Cal. 1952.) (unreported)). During April 1953, another group of interests 
petitioned to intervene in the litigation involving General Aniline & Film Corp 
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ity if the remedy given were inadequate to secure to the nonenemy owner either 
the return of his property or compensation for it.” [Emphasis added.] 

Similarly, in Silesian American Corporation v. Clark (332 U. S. 469, 480 
(1947) ), another case construing the Trading With the Enemy Act, Justice Reed, 
for a unanimous court, stated: 

“The Constitution guarantees to friendly aliens the right to just compensa- 
tion for the requisitioning of their property by the United States. We must 
assume that the United States will meet its obligations under the Constitution. 
Consequently, friendly aliens will be compensated for any property taken * * *,.” 
{Emphasis added. ] 

To the same effect are Kaku Nagano v. McGrath (187 F. 2d 759 (C. A. 7th 
1951), affd. 342 U. S. 916 (1952)); Guessefeldt v. McGrath (342 U. S. 308, 318 
(1952) ) ; Sarthow v. Clark (78 F. Supp. 139, 145 (D. C. Cal. 1948)). The cited 
cases affirm the proposition that citizens and alien friends will be accorded 
due process if they are permitted to recover either their property or else just 
compensation, The courts do not require an election, the inference being that 
either remedy would be adequate. Since the Trading With the Enemy Act 
presently provides no remedy of just compensation the courts’ statements are 
tantamount to approval of such remedy as an appropriate substitute for re- 
covery of the property itself. 

The case for constitutionality of just compensation as the sole remedy is even 
stronger for, on at least four occasions the Supreme Court has decided cases 
in which the Custodian had taken the position that even under present law 
friendly aliens could not recover their property but could sue for just compensa- 
tion. Kaku Nagano v. MvGrath, supra; Silesian American Corp. v. Clark, supra; 
Guessefeldt v. McGrath, supra; and Clark v. Uebersee Finanz-Korporation (332 
U. S. 480 (1947)). Each of those cases was decided on the basis of legislative 
intent, although if the law had been otherwise, the court might easily have 
inferred that recovery was required because just compensation was constitu- 
tionally insufficient. The lack of any such assertion refutes its validity. 

Hence, it seems fairly well established that just compensation alone would be 
an adequate remedy to claimants who ultimately prevail in their section 9 (a) 
actions. The proposed legislation goes further and permits such claimants to 
elect whether to take just compensation or the net proceeds of the sale; the 
availability of the alternative remedy further assures the constitutionality of 
the proposed legislation. 

Net proceeds alone would be an adequate remedy 

Moreover, within the existing framework of the act, the Custodian is em- 
powered to sell vested property of citizens as well as alien friends prior to the 
commencement of section 9 (a) actions. In Sielecken-Schwarz v. American 
Factors (60 F. 2d 43 (C. A. 2d 1932); cert. den., 287 U. S. 654), the court 
vpheld the validity of such a sale even though the claimants were United States 
citizens. Manifestly, such citizens are entitled to the constitutional safeguards 
of due process. The court’s holding that the sale was valid and that the net 
proceeds were a sufficient remedy lends substantial support to the proposed legis- 
lation. For, it is difficult to see how the fact that the claimants did not imme- 
diately institute suit could deprive them of any substantial rights guaranteed by 
the Constitution. Thus, it may be demonstrated that either just compensation 
or net proceeds is constitutionally sufficient. A fortiori, the proposed amend- 
ment, which provides an election between those remedies, would be valid. 


Claimants have no vested right to a particular remedy 


The constitutionality of the proposed legislation may be upheld on another 
basis. In dealing with civil affairs, Congress may constitutionally enact meas- 
ures which have retroactive effect so long as no vested rights are thereby di- 
vested. Ferrer v. Waterman S. 8. Corp., 76 F. Supp. 601, 602 (D. C. P. R. 1948) ; 
United States v. National City Lines, 80 F. Supp. 734, 738 (D. C. Cal. 1948) ; 
Gibbs v. Zimmerman, 290 U. S. 326, 332 (19383): United States v. Standard Oil 
Co. of California, 21 F. Supp. 645, 660 (D. C. Cal. 1937); affd. 107 F. 2d 502 
(C. A. 9th 1938); cert. den. 309 U. S. 673. With respect to property seized 
under the Trading With the Enemy Act, the former owners have no vested 
rights in the property itself. Title to that property passed to the Government 
at the time of seizure. Having lost title to the property, all that a claimant 
has is a remedy whereby he may seek to regain that property. As the Supreme 
Court stated in Cummings v. Deutsche Bank (300 U. 8. 115, 122 (1937)): 

“The statute, §9 (a), required the money and property to be retained by the 
Custodian or Treasurer until final judgment for claimant should be satisfied 
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by delivery, or until final judgment against claimant. It is clear that when the 
resolution was adopted respondent had neither title nor vested right to have 
delivery.’ [Emphasis added.] 

The purport of that language is that a section 9 (a) claimant, whose suit is 
pending, has neither title nor right to delivery; it is the “final judgment” for 
claimant which revests title. 

Clark v. Continental National Bank of Lineoln (88 F. Supp. 324, 330 (D. C. 
Md. 1950) ), is also in point. There, the court interpreted the Trading With the 
Enemy Act in the following manner: 

“The statute itself contemplates that, upon the making of the vesting order, 
the title to, and possession of, the thing or interest designated therein shall 
pass to the executive authority, but reserves to persons, not enemies, or allies 
of an enemy or enemies, the right to make claims upon the property seized and 
to sue for recovery in respect of it ;’’ 

The fact that a claimant acquires no incidents of title merely by bringing a 
section 9 (a) action is further demonstrated by cases such as Berger v. Ruojf 
(195 F. 2d 775 (C. A. D. C. 1952) ), cert, den. 334 U. S. 950, which hold invalid 
alleged liens against the claimant’s interest in a section 9 (a) suit, when such 
liens are asserted to have arisen after the vesting of the property. Moreover, 
for tax purposes, income from vested property is not the income of the former 
owner (even though he later recovers the property). Balkan National Insur- 
ance Co. vy. C. 1. R. (101 F. 2d 75, 77 (C. A. 2d 1989) ). Implicit in those decisions 
is the recognition that a section 9 (a) claimant does not, by bringing such action, 
acquire any incidents of title or vested right in the property. 

The absence of any vested right on the part of a section 9 (a) claimant is 
most succinctly stated in Swiss Bank Corp. v. Clark (73 F. Supp. 896, 899 (D. C. 
N. Y. 1947)): 

“It would seem that the title vested in the Custodian is but a defeasible one, 
subject to being divested in a proper suit under section 9.” 

Since the seizure divests former owners of title to the property, and since the 
institution of a section 9 (a) action does not revest title, it is clear that 
such claimants have merely a remedy created by the statute. Even apart from 
the fact that the United States is being sued, it is well established that litigants 
do not have any vested right to a particular remedy. And, in actions brought 
against the United States, the rule seems to be even more settled. Lynch v. 
United States (292 U. S. 571, 582 (1934)); Hannevig v. United States (84 F. 
Supp. 748 (Ct. Cl. 1949) ). 

The cases, particularly those involving the Trading With the Enemy Act, 
indicate that the sovereign may withdraw its consent to be sued in a particular 
manner, even though the cause of action arose from the violation of a right 
conferred by the Constitution. Pflueger v. United States, 121 F. 2d 732, 735 
(C. A. D. C. 1941), cert. den. 314 U. 8S. 617: Duisberg v. United States, 89 F. Supp. 
1019, 1022 (Ct. Cl. 1950), cert, den. 340 U. S. 890; Pass v. McGrath, 192 F. 2d 
415, 416 (C. A. D. C. 1951), cert. den. 342 U. S. 910. Hence, even if the proposed 
legislation alters or removes a particular remedy (although it adds two), the 
amendment would not be invalid for that reason. 


The amendment is valid under the legislative power to “make rules concerning 
captures on land and water’. 

There is still another independent basis which establishes the constitutionality 
of the proposed amendment. The Trading With the Enemy Act, to which the 
proposed legislation pertains, was enacted by Congress under the powers granted 
it by article 1, section 8, clause 11 of the Constitution, which provides: 

“The Congress shall have Power, to declare War, grant Letters of Marque and 
Reprisals, and make Rules concerning Captures on Land and Water;”’. 

In Stoehr v. Wallace (255 U. S. 239, 242 (1921)), the Supreme Court stated: 

“The Trading With the Enemy Act, whether taken as originally enacted * * * 
or as since amended * * * finds its sanction in the constitutional provision, art. 
1, section 8, cl. 11, empowering Congress ‘to declare war, grant letters of marque 
and reprisal, and make rules concerning captures on land and water.’ It is with 
parts of the act which relate to captures on land that we are now concerned.” 

See also Silesian American Corp. v. Clark, 332 U. S. 469, 475 (1947), The Pietro 
Campanella, 47 F. Supp. 374, 378 (D. C. Md. 1942) ; Allen v. Markham, 156 F. 2d 
653, 659 (C. A. 9th 1946) ; Crowley v. Allen, 52 F. Supp. 850, 852 (D. C. Cal. 1948). 
And, in the recent case of N. V. Montan Export-Metaal Handel-Maatschappij v. 
United States, 102 F. Supp. 1016, 1018 (Ct. Al, 1952), the court was even more 
specific : 
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“The Constitutionality of the provisions in these and other sections of the 
Trading With the Enemy Act, permitting seizure and sequestration of property 
believed to be enemy-owned, has been considered at length and sustained. The 
authority for such provisions was vested in general upon Article I, § 8, cl. 11 of 
the Constitution * * * and specifically upon the language relating to ‘Rules 
concerning Captures on Land’.” [Emphasis added. | 

It is well settled that the powers of Congress to enact “rules concerning cap- 
tures on land” are not limited to periods of declared war. Silcsian American 
Corp. v. Clark, supra; Henderson v. Bryan, 46 F. Supp. 682, 685 (D. C. Cal. 1942) ; 
see also, United States v. City of Philadelphia, 56 F. Supp. 862, 865 (D. C. Pa. 
1944), affd. 147 F. 2d 291, cert. den. 325 U. S. 870. 

Since the Trading With the Enemy Act was enacted in pursuance of the express 
constitutional grant of powers to make rules concerning captures on land, and 
since the proposed amendment constitutes nothing more nor less than a slight 
modification of those rules, clearly contemplated by the grant of powers, it seems 
abundantly certain that Congress has constitutional sanction to enact the pro- 
posed legislation. A contrary view leads to the absurd conclusion that, although 
Congress may enact such rules in the first instance, it is thereafter powerless 
to modify them 

Mr. Hares. You submitted to the staff certain suggestions or cor- 
rections that you had in mind that might correct certain testimony 
you gave heretofore. May we have your permission to make those 
corrections on the record in accordance with the memorandum which 
you submitted to the staff? 

Mr. Frye. We would appreciate it if you would. 

Mr. Hayes. At one other time, Mr. Chairman, that was certain in- 
formation which Mr. Frye gave to the staff today with regard to 
which we might some time later at his convenience want to either 
interrogate him or at least have him present if he wanted to hear about 
it. I wanted to alert you to that. We are not going into that part 
today. 

Senator Dirksen. That can be worked out with Mr. Hayes and Mr. 
Nairn in a way that is mutually convenient. 

Mr. Frye, have you something else you want to add ? 

Mr. Frre. I have first here a statement correcting the transcript of 
the previous hearings. That has a large number of minor corrections. 
Those are our corrections. We will submit those for the record. 

I have several other items I agreed to produce before. The first has 
to do with comparisons of salaries in similar companies and similar 
industries. I have a statement here covering a substantial number of 
companies, most of them the size of General Aniline or smaller. 

Senator Dirksen. You would like to have that go into the record? 

Mr. Frrr. Yes, sir. 


(The material referred to is as follows :) 
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Total compensation for top management in comparable corporations with similar 
sales volumes 


[Based on survey of SEC statistics for 1951] 


| 
Total compensation (in thousands)! 


' Sales (in i — 
Name of company vo 


: | 
millions) ieient Second Third 
| highest highest 

GAF-GDC (1952 base salaries) +- 100 297 3450 3 45 
Commerce Solvents Corp 61 100 61 48 
Charles Pfizer & Co 100 186 141 128 
Air Reduction Co 118 111 92 59 
Sharpe & Dohme if} 96 &5 34 
Vick Chemical Co 51 75 | 39 38 
E. R. Squibb 100 149 139 118 
A ddressograph-M ultigraph 57 142 | 68 53 
Royal Typewriter 64 100 53 48 
Underwood 75 180 123 40 
Burroughs 109 92 61 54 
Robert Gair 77 123 64 64 
Union Bag & Paper Co 104 166 | 80 49 
Champion Paper & Fiber 106 100 9 76 
Reeves Bros 67 112 A) 15 
Beaunit Mills 96 108 51 52 
Textron QS 108 | 38 

Pacific Mills 122 174 115 99 
Bristol-M eyers 62 122 116 96 
Industrial Rayon 64 140 61 55 


1 Includes salary, bonus payment (or share of profits), and company’s contribution to retirement plan. 

2 Member of GAF retirement plan to which company contributes. This contribution is based on the 
payroll of all employees under the plan at the current rate of 4.76 percent of the annual covered payroll. 
On this basis, $3,427 was the amount contributed in 1952 to the plan attributable to the salary from GAF 
Rights to the company contributions are vested in the individual after 10 years under the plan but no pay- 
ments are made until individual reaches age 65, The individual contributed $2,820 to the plan during 1952 

3 Members of GDC retirement plan. Company contributed $5,144 in 1952 to the plan while the indi- 
viduals contributed $1,793 and $540, respectively. Rights to the company contributions are vested in the 
individual after 10 vears under the plan but no payments are made until individual reaches age 65 

‘ Plus bonus on sliding scale based on net profits before taxes 


Note.—A widely used method of additional compensation is through the use of a stock option plan 
Information is not available on all of foregoing companies since it is not reported to the SEC from which data 
were drawn, but a number are known to have such plans. 

Mr. Frye. Another thing that was asked for was the fees and ex- 
penses of Robert Heller & Associates for General Aniline and Gen- 
eral Dyestuff foreach year. Ihave that here. 

Senator Dirksen. That will be inserted. 

(The material referred to is as follows) : 


Fees and expenses, 1947-52—Robert Heller € Associates—Programs for 
GAF and GDC 


Fees | Expenses 
GAF: 
1947 $5, 625 | $639 
1948 F 90, 925 12, 924 
1949 111, 100 14, 950 
1950. 5, 000 566 
1951... - 51, 441 5, 920 
1952. . i Laue 159, 130 24, 141 
Total...-- 5 phn kdigiwsebucies 423, 221 59, 140 
GpDc: 
1948. .... é peabac 36, 044 5, 002 
1949... Sablebe de ; ; 200 92 
1950... ions spupilten ‘ aa 
1061.... noes é owl 42, 852 5, 499 
Ee ee ee Ait nonsseeetlctys 36 i 50, 761 6, 687 
WOE did dnnddowens bb nwtdiabenitalh 5 129, 857 17, 280 
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Mr. Frye. The next thing is the General Dyestuff Corp. sales profits 
for each year since 1939. This information we would like to have 
treated as confidential and so mark it. 

Senator Dirksen. You do not want that in the record ? 

Mr. Fryer. It was requested at the hearing, but you stated if it 
was information we did not wish to have published for competitive 
reasons, it would be all right. 

Senator Dirksen. It will be made part of the committee file but not 
a matter of record. 

Mr. Frye. The next item is a summary of all of the legal patent 
fees and expenses from 1939 through 1952. This is a statement cov- 
ering those things by years. 

Senator Dirksen. That can be put in the record. 

(The material referred to is as follows :) 


Summary of legal and patent fees and expenses paid from 1939 through 1952 
(cash basis) 


GENERAL ANILINE & FILM CORP. 


Legal Patent Total Average 


Fees and 
expenses 


| 
Fees Expenses Expenses Dollars | Years 


| 
| | 

1939 $209, 380 $7, 095 46, 67! $2,814 | $285, 964 | 
1940 “se 77, 553 2, 23 92, 71¢ 3, 667 | 176, 168 347, 260 
1941 | 468, 85 <4 , 35s 3, 136 | 579, 648 | 

1942 ‘ 131, § , 563 7, 2% 603 | }, 420 
1943 ‘ 90, 4: 546 15, 325 212 , 511 
1944 ” he 90, 03 5: 27, 535 2, 829 | 30, 952 
1945 103, 3 , 892 49, 789 , 676 | 46, 704 
1946 136, 45 3, § 55, 698 , 931 314, 020 | 
1947 ao 240, 982 56 87, 831 3, 023 348, 400 | 
1948 : 113, 447 , 017 82, 956 , 807 212, 227 
1949 a 112, 97 5, 364 90, 480 235 219, 057 
1950 D 108, 6 , 248 55, 576 2, 900 8,366 | 210, 747 
1951 née . 110, § 3, 507 94, 489 510 219, 406 

a onaildiiiens 155, 433 5, 35 52, 248 1, 647 224, 679 


210, 668 | 


| 





GENERAL DYESTUFF CORP. 


19392... $5, 505 Di Tos? 22. c 5 1939 
1940 2___- 21, 477 18, 001 ne 4 36, 262 |4 1940 
1941 2 ‘ 49, 5: j 10, 245 |.... ; /t 1941 
1942 , 861 $633 | 11, 518 | $36 5 ip 1942 
1943... Se 30, 660 726 3, 897 | p 35, 296 | if 1943 
1944 : Z , 804 491 | 10, 225 |. 520 ne 1944 
1945 bded 5, 355 624 | SE Loi uccatnienie 9, 997 46, 379 I) 1945 
1946 P 7 - 5, 603 276 | 12, 309 | 58, 188 1946 
1947 : dimesainelaa , 282 , 424 | 9, 162 |... y 28, 868 1947 
I ss ceteeacas ‘ 8, 430 4, 692 | 6, 698 |_- | 820 1948 
1949 S 7 9, 376 2, 610 | 8, 334 |... E 320 1949 
1950 e 24, 846 , 601 I oi iccndannacent 32, 297 45, 627 |4 1950 
NE asia alien 27, 223 3, 565 2, 422 . a 33, 210 || 1951 

27,811 3, 674 | <7 Sees 32, 487 1952 

| | 


1 These payments include all official Government fees, both United States and foreign, for patents and 
trade-marks, including taxes and all other service charges. 
2 Split between fees and expenses not available 


Mr. Frye. This next item is a list of key employees of General Ani- 
line & General Dyestuff Corp. who have terminated their services from 
February 16, 1949, to the present where they have gone subsequently. 

Senator Dirksen. These are directors and officers, not employees. 

Mr. Frye. These are employees. This was requested during the 
hearings. 

Senator Dirksen. That will be inserted in the record. 
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(The material referred to appears elsewhere in the heari ings. ) 

Mr. Fryer. The next item, I would like to read a statement in con- 
nection w ith because I would like to avoid any further controversy on 
the matter. I think the statement as I have it will cover it most ade- 
quately. That is that in my testimony of March 20 I stated in con- 
nection with the Rensselaer, N. Y., strike of last fall. that I felt the 
employees seem to realize they made a mistake in going out on strike, 
and that the Congressman from Albany got involved and encouraged 
the union to think he would go to the Attorne *y General and get man- 
agement overruled. 

The officials of the union at this plant have told me that they do not 
agree with these opinions. I have told the union that I would be glad 
to present to the committee this letter from the president of the union, 
setting forth their opinions on this subject. You may wish it to be 
made a part of the record. 

Senator Dirksen. This is the letter ? 

Mr. Frye. Yes, sir. 

Senator Dirksen. I recall the statement very well and probably if 
the organization feels they may have been aggrieved by the statement, 
it prob: ably would be only fair to let their side of the case be inserted 
in the record. 

That is, unless there is something particularly objectionable in the 
statement and I shouldn’t think there would be, I will have counsel 
examine it and then we will insert it in the record. 

(The material referred to is as follows:) 


INTERNATIONAL CHEMICAL WORKERS’ UNION, 
LOcAL No, 227, 
Albany, N. Y., March 25, 1958. 
Hon. Everett M. DIRKSEN, 
United States Senator, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR: On Friday, March 20, 1953, Mr. Jack Frye, president of the 
General Aniline & Film Corp., testified before your subcommittee investigating 
the Office of the Custodian of Alien Property. Two points of that testimony 
compel refutation and clarification. 

In referring to the 110-day strike last year of the employees of the Rensselaer, 
N. Y., plant of the General Aniline Corp., Mr. Frye stated that those employees 
“seemed to realize they made a mistake in going out.” He is definitely mis- 
taken in that respect. His only basis for such information could be from 
contacts with supervisory personnel, not members of the union. The union may 
be sorry that the circumstances compelled their going out but it is strong in 
its conviction that the strike was a justifiable one and under the same set of 
circumstances I am confident that the membership of the union would again 
unanimously vote a strike. 

Mr. Frye also stated that “the Congressman from Albany got involved (in 
the strike) and encouraged the union to think that he would go to the Attorney 
General and get management overruled.” That testimony needs clarification 
to overcome the possible interpretation that the Congressman injected himself 
into the strike for political purposes and that his intervention prolonged the 
strike. The fact is that the union, knowing that the stock of the company was 
in control of the Custodian of Alien Property solicited the aid of the congres- 
sional representative in the district in which most of its membership reside to 
use his good offices to present its side of the issues of the strike to the Govern- 
ment and top management. The Congressman never encouraged the union to 
think that he would have management overruled. The fact is that the Congress- 
man’s intervention was ultimately instrumental in bringing about the meeting 
which culminated in the settlement of the strike. 

Would you kindly have this letter made part of the record of your committee? 


Very truly yours, 
JoHN B. RYAN, Jr., President. 
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Mr. Frre. This last item that I have here which we thought might 
be of value to have before you is a complete list of the data submitted 
by General Aniline & Film and General Dyestuff a to members 
and officials of the Senate Judiciary Subcommittee on Alien Property 
and the Office of Alien Property. That is a list of all the material 
which I believe your committee has. 

Senator Dirksen. I think it might well be included. 

(The material referred to is as follows :) 


Data submitted by GAF and GDC to members and officials of the Senate Judiciary 
Subcommittee on Alien Property and the Office of Alien Property 


To Subject of information 


8 Director, Office of Alien | Data requested by Senator Wiley from Office of Alien Property. In- 
Property. formation included policies and procedures of General Aniline & 
Film Corp. relating to fees and compensation and compilation of 
specific amounts paid to each director, officer, and key executive, 
starting with the date of their affiliation with the company. 

Data requested by Senator Wiley from Office of Alien Property. Infor- 
mation included policies and procedures of General Dyestuff Corp. 
relating to fees and compensation paid to each director, officer, and 
key executive, starting with the date of their affiliation with the 
company. 


Senator Willis Smith xtract from the minutes of the board of directors of General An'line & 
Film Corp. held on Aug. 5, 1948, pertaining to conditions of the com- 
pany. Information on the Kaufman case, intervention by a minority 
stockholder in Interhandel, reported to own 86 sharesof stock. Name 
of company’s public auditors. Information on purchase of materials 
from competitors, 

Director, Office Report in reply to Senator Wiley’s letter of Jan. 10, 1952, to Office of 

Alien Property. Alien Property. Report provided information on General Aniline & 
Film Corp. and General Dyestuff Corp. directors, organization, finan- 
cial growth, corporate history, professional services, general and 
patent legal services, advertising, public-relations consultants, insur- 
ance services, nanagement engineering, home-oflice organization, and 
budget process centers. 
June Senator R. C. Hen- | Data pertaining to the need for legislation to permit sale of General 
irickson Aniline & Film Corp and General Dyestuff Corp. 
Aug. 2 Mr. A. W. Sapp Minutes of General Dyestuff Corp requested by committee staff that 
refer to retirement of Mr. E. K. Halbach, former president of Gen: ral 
Dyestuff Corp. Biographies covering former presidents of General 
Aniline & Film Corp 

Fees and other supporting data verbally requested by committee staff 
pertaining to Langner, Parry, Card & Langner, patent counsel for 
General Aniline & Film Corp. and General Dyestuff Corp., and 
covering the period 1942 to 1951. 

Director, Office Duplicate copies of GAF and GDC board and stockholder minutes, 

Alien Property. 1942 through 1952, and OAP directors forwarded to both cor panies 
since vesting. Material requested for use by committee staff in its 
work on alien properties. 

Mr. A. W. Sapp Data on certain former personnel of General Aniline & Film Corp. 

| requested by committee staff. Reports of corporation auditors, 
Arthur Andersen & Co., with General Aniline & Film Corp. tinancia 
statements 1942 through 1951, and General Dyestuff Corp. and 
General Land & Improvement Co., Inc. financial statements 1942 
through 1952. 

Letter of suggestion that Alien Property Office set up a business ad- 
visory board to which presidents of Office of Alien Property vested 
companies might give annual reports on operations and problems 
and discuss disposal of properties. 

Data requested by committee staff on all employees of General Ani- 
line & Film Corp. and General Dyestuff Corp. paid in salary grade 
No. 14 ($15,000 and over). Position and organization material and 
biographical data also supplied. 


Senator E. M. Dirksen.| Explanation on price reduction by Ozalid Division (General Aniline & 
Film Corp.) of its sensitized-paper-products line re competitors’ com- 
plaints and article published in Chicago Tribune. 


Mr. Narrn. Last week in your testimony you brought forth the 
problem you had with the Department of Justice in connection with 
certain contracts in Germany with respect to the manufacture of 
cameras. The staff of the committee has had brought to its attention 
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an unconfirmed rumor on our part that these cameras are manufac- 
tured in the Red zone of Germany. Is that so or is it not? 

Mr. Frye. That is untrue. The cameras are manufactured in the 
United States zone at Munich in the Agfa plant. 

Senator Dirksen. All parts of the camera? 

Mr. Frye. All parts, so far as I know. I have been in the factory 
there and they have a complete facility for making all parts. I am 
quite certain none have been made elsewhere, unless by some horrible 
mistake. 

Is there anything else? 

Mr. Naren. No. 

Senator Dirgsen. It that is all, we thank you, Mr. Lincoin, and your 
associate. 

May I say now that this will conclude the open hearings for at least 
a time until I can assemble all members of the subcommittee and we 
can get busy and digest all the testimony and the recommendations. 
Then we will see where we go from there. We will be in touch on the 
matter as we go along. 

We thank you. 

(Whereupon, at 4: 30 p. m., the committee recessed, subject to call.) 





